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x hen your name is on a Hartford 


casualty insurance policy or a bond, you stand 
to benefit more than the Hartford does. 

For the Hartford it may mean a small profit; 
it may mean a heavy loss—the normal chances 
of the insurance business. For 
you, it may mean all the dif- 
ference between financial secur- 
ity and distress. 

But why in particular look 
to the Hartford Accident and 
Indemnity Company for your 
casualty insurance and fidelity 


and surety bonds ? 


b CCAUSE the Hartford backs its guarantee 


with proved financial strength —with a 25-year 
record of meeting its obligations fairly and of 
handling its claims expertly and promptly; 


b CCAUS é with a Hartford policy you face no 


possibility of assessment; 


because with a Hartford policy you are 


assured of the helpful service of experienced agents 
and brokers; 


because only a few companies are licensed 
P 


to do business in every state in the Union and in 
Canada—and the Hartford is one of them. You can 
never tell when or where you may need Hartford 
service; 


b CCAUSE you can always obtain the name 


of the nearest Hartford agent by calling Western 
Union, or in Canada— Canadian National Tele- 
graphs. This feature is especially valuable if your 
car is involved in an accident. Then you need help 
and need it promptly. 
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The Condition of BUSINESS 


OnsTACLE 10 REvivAL, Public spending is not only out of 
jate as a way toward recovery but would prove a serious 
obstacle. The outlook for genuine improvement depends 
almost entirely on tax relief and satisfactory relations be- 
tween business and Government. If it is a question of cooper- 
ation the answer is that business is willing and always has 
been. Eliminate politics from all consideration of curative 
steps to be taken at this time and recovery should come in 
4 natural way. In the present business picture it is hard to 
see where economics end and politics begin. 

Private CAPITAL’s Part. Unless private capital can be 
persuaded to resume its normal pioneering role, all that can 
be expected from spending and credit inflation is a bigger 
deficit and a recovery as ephemeral as the one that ended 
last Summer. 

RECORD OF IMPROVEMENT. For the second month in suc- 
cession our report on the trend of business, obtained by a 
poll of executives in all parts of the country, shows improve- 
ment. Approximately half of the 800 individuals participat- 
ing in the latest report say that their respective businesses 
are either gaining or holding their own. The other half still 
report a downward trend. In February this ratio stood 59 
per cent down, 26 per cent unchanged and 15 per cent up. 
In March it was 54 per cent down, 32 per cent unchanged 
and 14 per cent up. 

BANKING STRENGTH. One element of the current depres- 
sion which deserves greater emphasis is the relatively strong 
position of the banks. There is a fundamental difference in 
the condition of the banking system today as compared with 
the period following the collapse of 1929. Nine years ago 
the chief weakness of the situation was the nation’s banks. 
Today these institutions are the chief source of strength. 

At the beginning of the depression in 1929-30 banks were 
loaded with a tremendous volume of loans based on collateral 
with an inflated value. At present the banks are in a condi- 
tion of liquidity which borders on the other extreme. Their 
cash and Government securities alone exceed 53 per cent of 
their total assets. 

Rediscount privileges at the Reserve banks include almost 
anything that can be considered a sound asset. Deposits in 
most banks are now insured to cover about 97 per cent of the 
depositors. In short, the banks are in a position to stand the 
strain of the depression for some time. 

Crepit EVERYWHERE. The release of three-fourths of a 
billion dollars of member bank reserves and $1,400,000,000 
of the Treasury’s gold stock has altered the position of the 
banks, regardless of what action Congress takes on the 
spending program. The amount of available bank credit is 
increased tremendously but, as has been frequently demon- 
strated, the Government can lead the country to credit but 
cannot make it borrow. Unless this available credit is brought 
into use in a normal way it will be more of a burden than an 
aid to the banks. If the Administration’s program is adopted 
the new money required will be $1,750,000,000. 

Cause, Errect AND Cure. The causes of the depression 
and the things that are necessary for healthy recovery and 
the errors implicit in the pump-priming doctrine, have been 
clearly defined by Leonard Ayres, Chairman of the Eco- 
nomic Policy Commission of the American Bankers Associa- 
tion, in a recent study. Without attempting to quote at 


length from the report the following are among its principal 
conclusions: 
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The present business relapse has been primarily caused by 
under-investment. The capitalistic system requires a con- 
tinuous flow of new capital, and in this country the flow be- 
came inadequate last year, and sudden business stagnation 
has resulted. 

SourcEs OF Capita. There are two main sources of new 
business capital. One consists of the internal savings of 
business. These exist first as earned profits, but if the com- 
panies plow these funds back into their own operations in 
the form of extensions, additions, and betterments of plant 
and equipment they become new capital. A second source 
is new capital raised by the sale of securities. This capital 
comes from the external savings of others, rather than from 
the internal savings made by the companies themselves. 
One of the most important functions of American banking 
has been to gather and safeguard the savings of the people, 
and to convert them into investments that were then new 
capital for American industry and commerce. 

We may confidently expect that business recovery will 
come when companies generally can once more both create 
new capital through the internal savings of enterprises, and 
attract outside capital from the external savings of investors. 
The development of conditions which will make those changes 
possible may be deferred by depression conditions which 
appear to be developing abroad as a consequence of our 
business difficulties in this country. 

CONFIDENCE TO Risk. Prosperity will return when busi- 
ness men and investors once more have sufficient confidence 
in the prospects for profits so that they will again be willing 
to take present risks in the hope of making future gains. 

That willingness to take risks can be legislated out of 
being, but it cannot be legislated into being. It can be in- 
duced, and encouraged, and facilitated, but it cannot be 
ordered or coerced into existence. It must be the product of 
conditions and circumstances that are both favorable to 
business enterprise, and reliably stabilized. 

One lesson which seems to be clearly indicated by the busi- 
ness record of the past five years is that a recovery based on 
an artificially supported consumer demand does not call 
forth venturesome capital. It does not lead men to take ex- 
ceptional risks in the hope of making exceptional gains. It is 
not characterized by courageous enterprise. 

The real issue of recovery that is now before the American 
people is that of exerting every effort to make sure that meas- 
ures of temporary relief through Federal spending shall be 
united with measures of permanent relief through the en- 
couragement of private enterprise. Federal spending will not 
successfully prime the business pump until conditions exist 
which will permit business to be self-supporting, and to 
make normal profits, and to restore normal employment. 

NEVER SuccessruL. The report reaches this final con- 
clusion: Another period of large-scale pump-priming not 
accompanied by a full restoration of business confidence 
would almost inevitably impair the value of our money. 
We cannot continue indefinitely to pile up the public debt 
without decreasing the purchasing power of the dollars which 
compose that debt. No nation has ever successfully pursued 
such a course, although many have tried it. The values of all 
savings, and of all our material well-being, are involved in 
the policies which we as a nation adopt in our efforts to re- 
cover from this depression. 

Witiram R. Kuuns 


Are you prepared to die—but not to live? 


STRANGE as it may sound, many men are better pre- 
pared for death than for life. 

They have provided generously for those they love, 
through insurance. And that isa needed and splendid thing. 

But they have failed to provide for that day when 
earning power may fade, or when release from the daily 
task would be the sweetest thing on earth. They are 
prepared to go—but not to go on. 

It has long been our premise that a man’s financial 
program should include three things— (1) a reasonable 
cash reserve in a substantia! bank; (2) life insurance to 
protect his family in case he should die; and (3) protec- 
tion for himself as well as his family in case he lives. 

Have you made this vital third provision? You should. 
And you can. For it lies within the reach of every man 
blessed with the power to earn and with ten or fifteen 
years of earning power left. It is within your reach, even 


INVESTORS SYNDICATE 


Established 1894 
Living Protection...everyman's road 


to financial security 


though you earn but a modest amount. 


The formula is simple. You need only set aside small 
sums—and do this regularly, persistently. An Investors 
Syndicate representative can tell you all about it. 


He can show you how you can accumulate substantial 
sums, $5,000, $10,000, $25,000 or more, through the 
Investors Syndicate plan of Living Protection—and 
scarcely miss the amounts you set aside. 

The plan is as sound as it is simple. It is sponsored by 
an institution which enjoys the endorsement of authori- 
ties in sound finance. An institution, which, during every 
year of its life, has met every obligation on time, when due, 
since its establishment nearly half a century ago. 

Ask an Investors Syndicate representative to see you. 
Meanwhile, write Investors Syndicate, Dept. B-85, 
Minneapolis, Minn., for a booklet worth thoughtful read- 
ing—A New Plan of Life. 


Investors Syndicate agency offices 
in 200 leading cities, including: 
New . Newark . 
Charleston, W. Va. . 
Oklahoma City 
- Montreal* . 


Des Moines 
Los Angeles - Toronto* 


Home Office: Minneapolis, Minn. 


t Affiliated Companies: Investors Syndicate Title 


and Guaranty Company, New York 
* Investors Syndicate, Ltd., Canada. 
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Salt Lake City 
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NEW BOOKS 


Studies in Trust Business 


Trust Business is the first of a series of trust research 

studies published by the Research Council of the 
American Bankers Association. Mr. Stephenson, an author- 
ity in the field wherein he specializes, is Director of the Trust 
Research Department, the Graduate School of Banking, and 
an instructor at the School, having charge of the major trust 
course. 

In this volume he deals with a wide variety of matters 
which are currently concerning trust men. The subjects have 
come into prominence since 1933. They were suggested, Mr. 
Stephenson says in his preface, by Graduate School of 
Banking students, by heads of trust institutions and trust 
departments in connection with “trust research weeks” 
conducted during 1937, by points raised at recent trust 
conferences, and by correspondents’ questions. Thus the text 
is timely and practical, going to the core of today’s trust 
problems. 

However, instead of providing final answers to these prob- 
lems, the studies “only point the way to go about finding 
the answers,” says the author. “‘Some of them are almost 
wholly factual, based upon questionnaires, in which the facts 
are presented to speak for themselves.” Others, intention- 
ally, are introductory to research undertakings of Graduate 
School students. 

Subjects covered in accordance with this plan include: 
trust new business budgets; policies in accepting and retain- 
ing personal trust business; trust personnel training; admin- 
istrative costs; bases of compensation; the exercise of dis- 
cretionary powers by a trustee; problems of co-trusteeship; 
social aspects of spendthrift trusts; public trusteeship and 
state guaranty; trends in the trust field; the basic need for 
the common trust fund. Each study is brought to a close 
with a briefly stated conclusion and suggested readings for 
further study. 

Dr. Harold Stonier, Director of the Graduate School of 
Banking, contributes a short foreword. 


(Ft T. STEPHENSON’S new book Studies in 


MUCH ABOUT BANKING 


Money, Credit and Banking. By Ray B. Westerfield. 
(Ronald Press, New York, $4.50.) Yale’s professor of political 
economy here presents what one might call a definitive vol- 
ume on this intricate subject. Starting as a revision of an 
earlier book, this 1,150-page treatise developed into virtually 
a new text—an evolution necessitated by recent history, 
particularly that since 1929. 

Dr. Westerfield’s project was to present “what once was, 
what now is, and why the change, together with the theoreti- 
cal implications.” He particularly emphasizes the monetary 
aspects of our economy, and the operations of central banks, 
notably, of course, those of the Federal Reserve System. 

There is much about credit control and extensive coverage 
of economic developments during the 1930’s. In short, 
within these substantial covers are history, theory and prac- 
tice, mixed in proper proportions to make a serviceable book. 


Bankers Directory. (Rand McNally & Company, Chicago, 
$15.) The first 1938 edition of the “ Blue Book” shows for 
the past six months 148 new banks and branches opened, 228 
discontinuances, 32 changes of title or location, and about 
186,000 changes in officers and titles. The 2400 pages also 
present the usual complete revision of all other data from 
the previous issue. 


MISCELLANEOUS BOOKS 


The Reorganization of the American Railroad System, 1893— 
1900. By E. G. Campbell. (Columbia University Press, New 
York, $4.50.) Dr. Campbell studies the effects of the panic 
of 1893, the depression that followed it, and the first years 
of recovery, on railroad organization and financing. The 90’s 
constituted a noteworthy decade in American transportation 
history, one which also, the author points out, saw the 
beginnings of a new era in financial organization. 

Practice and Finance of Foreign Trade. By W. W. Syrett. 
(Macmillan, New York, $2.) For this book the author, an 
Englishman, was awarded the Institute Prize by the Insti- 
tute of Bankers, 1937. Although written from the British 
viewpoint, the problems, principles and tools of foreign 
trade which the volume discusses are of an international 
nature and Americans should find the book interesting. 

Profitable Public Relations. By Bronson Batchelor. (Har- 
per, New York, $2.50.) Here is a discussion, primarily, of 
how to improve the public relations methods and policies of 
industrial corporations. Employee relations, causes of indus- 
trial unrest, and regulation of industry are among the sub- 
jects considered. 

The Floating Debt of the Federal Government. By Edward 
Raguet Van Sant. (The Johns Hopkins Press, Baltimore, $1.) 
Dr. Van Sant discusses the part played by the floating debt 
in the Treasury’s borrowing operations from the close of the 
World War (1919) to the end of the fiscal year 1936. The 
author teaches at Pennsylvania State College. 

The Way Out. By Sir George Paish. (G. P. Putnam’s Sons, 
New York, $2.75.) The former adviser to the Chancellor of 
the Exchequer and the British Treasurer believes the world 
situation is “one of unprecedented danger” and that all 
nations are following policies which, if persisted in, “will 
amount to political and economic suicide.” He recommends 
restoration of currency to the gold standard, urges that the 
world’s business mechanism be placed in experienced hands 
rather than those of government, stresses the dangers of 
economic nationalism, and considers the individual problems 
of several countries. 

The American Law of Ocean Bills of Lading. By Arnold W. 
Knauth. (American Maritime Cases, Inc. Baltimore, Mary- 
land, $2.50.) The book contains the United States Carriage 
of Goods by Sea Act, the Pomerene Act, and various other 
Federal, foreign and international laws relating to the same 
subject. There is also a commentary on certain marine 
statutes and decisions, with special emphasis on interna- 
tional matters. A table of legal cases ends the volume. 
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BuyInG PROMISES 


Every bond investment you make 
is an expression of faith in the will- 
ingness and ability of a corporation 
or a government to fulfill its prom- 
ises in an admittedly unpredictable 
future. 

Over the years, the success of your 
bank’s investment program is deter- 
mined largely by the consistency and 
accuracy with which you evaluate 
how well the promises you bought 
are being fulfilled . . . despite the 
unforeseen difficulties arising out of 
wars, social change and economic 
upheaval. 

But merely to keep completely 
informed on all the external and 
internal forces that constantly affect 
the value of just one issue today is 
more than a part-time job. To keep 
abreast of all the events that threaten 
to change the values of all the bonds 
you own, to distinguish clearly 
between those issues that are tem- 


porarily depressed and those that are 
permanently impaired and to take 
action at a time when a stand-pat 
attitude is prevalent—is more than a 
full-time job for any one man. 

That is why, when your bank sub- 
scribes to Moody’s Bank Supervisory 
Service, a group of mature invest- 
ment specialists will be watching 
every factor affecting your portfolio. 
Literally keeping their eyes on the 
economic world, these men will be 
alert for weaknesses in old invest- 
ments, constantly searching for 
attractive new investments. And to 
make this service practical, a Per- 
sonal Counsellor will apply the 
findings of Moody’s Staff to your 
specific requirements, helping you to 
achieve the most in income, liquidity 
and safety. 

Your inquiry for complete infor- 
mation involves no obligation and 
will be held in confidence. 


INVESTORS SERVICE 


65 BROADWAY 


JOHN MOODY, President 


105 WEST ADAMS STREET, CHICAGO 


NEW YORK CITY 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $65,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C.1.T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable atany of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 
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JUST A 
MINUTE 


Anniversary Exhibit 


To the Editor: 
Since this is the year of the 75th anniversary | 
of the National Banking Act I thought you 
might be interested in the special exhibition we 
are holding on the third floor of South Hall. 
We shall be glad to have you visit the exhibi- | 
tion, if you care to. 
WALTER HausporFer Librarian | 
School of Business 
Columbia University 

New York City 


The exhibit to which Mr. Hausdorfer 
refers contains many interesting items 
on banking and currency prior to pas- 
sage of the National Banking Act, sug- | 
gestions leading to the passage of the | 
Act, and works on the first year of its 
operation. One interesting item is Rags’ | 
Rags! Rags! a publication of 1815, which | 
is supposed to be the first proposal of a | 
scheme to use the “stock” or securities | 
of the Government as a basis for issue. | 
The book also contains an amusing ac- | 
count of the travels of a Frenchman | 
from the South to the North and his| 
experiences with depreciated currency. 
Another is a pamphlet issued by Jay | 
Cook & Co. telling “how to organize a | 
national bank under Secretary Chase’s | 
bill.” 


Course in Speaking 


To the Editor: 

The enclosed newspaper clipping refers to a | 
project in public relations work, in which you 
may perhaps be interested. You will recall that | 
last December I attended a meeting of your | 
group in public speaking, comprised of A.B.A. | 
staff members. I was so favorably impressec | 
with the value of this effort inaugurated by 
Harold Stonier, that on returning home, the 
same program was set up for 30 young business | 
men here in Huntingdon. 

All in all, this project has proved to be suc- | 
cessful beyond our most sanguine expectations. 
Not only have these men, without exception, 
learned to stand before an audience and express 
themselves clearly and ably, but their own | 
testimony is to the effect that through concen- 
tration both in actual practice in speaking be- 
fore an audience and in studying the efforts and 
progress of the other members of the group, 
their own thought processes have become much 
more efficient and, hence, more valuable to 
themselves. 

May I say that just as was true with the work 
conducted by the group of A.B.A. staff mem- 
bers, there really was no teacher. Points of 
criticism both favorable and unfavorable, were 
volunteered according to the impressions of the | 
members present. By this means every meeting | 
was helpful indeed as the boys went “through 
the wringer”. The progress made in some cases 
was truly amazing. Everyone did remarkably | 
well. And you would be deeply gratified, as I | 
am, in hearing so many favorable expressions 


‘ABOUT SMALL 
CHECKING ACCOUNTS 


NO. 2 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
bertaining to the small account movement. 


Sous ten years ago, a bank in a 
medium size middle-western city de- 
cided to adopt a service charge schedule. 
Because the institution had no experi- 
ence record upon which to base its rates, 
an arbitrary fee was set and a reason- 
able minimum balance established. 


After six months it was found that 
25% of the accounts had been closed 
but only 4% of the deposits had been 
lost. Apparently all was well because 
those remaining were on a profitable 
basis—or at least were paying their way. 


Unfortunately, two serious situations 
were developing. One was definitely 
known, namely, that 25% of the bank’s 
customers had rejected the service 
charge policy. The other was unknown 
but undoubtedly existed . . . that many 
were accepting the charges reluctantly. 


To lose contact with 25% of one’s nor- 
mal market is, from a merchandising 
standpoint, a very serious thing. Look- 
ing back, it is easy to establish three rea- 
sons for the loss. First, the public was 
not educated to pay for checking serv- 
ice. Second, the charge was looked upon 
as a penalty. Third, it was not based on 
costs. 


Since that time, a middle ground has 
been established. We now find the pub- 
lic receptive because checking values 
are known, and the banker more af- 
firmative in his approach because he 
knows that the small account is desir- 
able if attracted on the right basis. 


The result is that more and more the 
individual of small means is being cul- 
tivated and educated to the value of 
banking functions. And price lists for 
services are rapidly being adjusted to a 
basis which can be supported. 


CHECK PRINTERS INC., 


Lithographers and Printers 
Plants at 


@ 
| 
| 
| | 
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... with this new Night Transit Service 


HE new Night Transit Department of the Marine Trust Company 


is speeding up the collection of cash items by as much as 4 days. 


Cash items reaching us in time to be forwarded by night transit are 
presented the next day in most important centers of New York State. 
Arrangements with correspondents in other parts of the United States 


assure speedy handling of cash items from coast to coast. 


Write today for a copy of the latest Night Transit Department Schedule. 


MARINE TRUST 
COMPANY 


OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


| from the outside here in our town. I feel 
this was a worthwhile job in public relations, 
CHARLES F. ZIMMERMAN 
President 
First National Bank 
Huntingdon, Pennsylvania 


The following is quoted from a 
clipping which Mr. Zimmerman sent: 


Huntingdon is now well supplied with fine 
public speakers! The public speaking 
which Charles F. Zimmerman, President of the 
First National Bank, has conducted during the 
past twelve weeks held its concluding session 
Monday and the leader is extremely satisfied 
with the progress of the men whom he has been 
training. 

The objective of the course was an attempt 
to develop community leadership through 
public speaking. Mr. Zimmerman has written 
to the presidents of the Kiwanis and Rotary 
clubs and the superintendent of the Hunting- 
don schools recommending several of the men 
who participated in the course as capable of 
bringing informative and interesting Messages 
to the groups. 


German Study Tour 


To the Editor: 

I greatly enjoyed visiting your office on the 
occasion of our discussion regarding the pro- 
posed trip of a group of German bankers to the 
United States. 

The party will stay in New York from the 
time of arrival on Monday, May 9, until the 
evening of Thursday, May 12, when they will 
proceed by night train to Detroit. Subsequently 
they will visit Chicago, Washington and Phila- 
delphia, returning to New York in the evening 
of Thursday, May 19. They will spend May 20 
and 21 here and embark on the “Columbus” 


| scheduled to leave New York on May 21, 5:00 


P.M. 


While in New York, the party will stop at 
the Hotel Biltmore. A meeting and luncheon 
has been planned for May 10, and on this oc- 
casion, the members of the party are to be given 

(CONTINUED ON PAGE 8) 
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“Untorescen events 


ert often change and shape the course of man’s affairs” 


WHEN IDEAS TAKE WING... 


There is a parallel between the history of modern aviation and — convinced that man could fly. A few years later, at Kittyhawk, 
that of The Maryland. Born about the same time, their objec- they proved it. Today their dream is a miraculous reality... 
tives seemed in defiance of the nature of things.One soughtto —_—_ swift air liners whisk the traveller in palatial comfort across 
overcome gravity, the other to disarm the Future...dream stuff. continents, over oceans and, tomorrow, around the world. 
That “Unforeseen events meed not change and shape the In this, its 40th anniversary year, The Maryland is proud 
course of man’s affairs” was the premise on which The to be a member of the group of forward-looking Casualty- 
Maryland started business in 1898. Today, ten thousand agents § Surety companies whose services have been extended to man’s 
protect Maryland policyholders against almost every hazard of — greatest achievement in transportation...conquest of the air. 
industry, business and the home. Aviation could scarcely have advanced so swiftly, so surely, so 
In 1898 two brothers in Dayton studied birds in flight, confidently, without this cooperation. 
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ARE YOU 
INTERESTED 


Information of a business 


and financial character 


concerning any part of 
Canada is constantly on 
file at the Head Office of 
the Bank of Montreal. 
Correspondence invited. 


BANK OF 
MONTREAL 


Established 1817 


TOTAL ASSETS IN EXCESS OF 
$800,000,000 
HEAD OFFICE—~MONTREAL 


New York Agency: 64 Wall Street 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


Progress 


Premium writing in 1937 


was the largestin Millers 
National 72nd year his- 
tory. This gain is signifi- 
cant for a firm established 
nearly three-fourths of a 
century. Gratifying, too, is 
the fact that increases 
were made in all depart- 
ments — fire, automobile 


and inland marine. 


An excellent company — ask your broker 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1865 
HOME OFFICE - 


CHICAGO 


GENE 
MOTORS 


INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 


RAI 


GENERAL MOTORS ACCEPTANCE CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


(CONTINUED FROM PAGE 6) 


an opportunity to exchange ideas with some of 
their American colleagues. On May 20, after 
their return from the land tour, they are sched. 
uled to visit the New York Stock Exchange and 
to meet some further American experts, for 
which purpose a visit to the American Institut. 
of Banking is being planned. 

The Reichs-Gruppe-Banken, under 
auspices this trip is being arranged, is a nation. 
wide organization in the nature of a guild, en. 
compassing all German banks, banking houses 
and similar establishments, and may in som 
way be compared to a federal A.B.A. 

The Reiches-Group has many subdivisions 
segregating large corporate city banks, mort. 
gage banks, saving banks, private bankers, etc, 
and is in its scope and various duties too com. 
plex to be fully described in a letter. However, 
this is one of the series of groups which have 
been organized to represent and supervise the 
nationwide affairs of the German political econ- 
omy, such as Reichs-Gruppe-Banken, Reichs. 
Gruppe-Industrie, Reichs-Gruppe-Handwerk 
(crafts), Reichs-Gruppe-Versicherungen (insur- 
ance). The head of each of these groups is ap- 
pointed by the German Minister of Economics. 
It is an honorary office without any compensa- 
tion or salary. The head of the Reichs-Gruppe. 
Banken is Dr. Otto Christian Fischer, president 
of my bank and a member of the Central Com- 
mittee of the Reichsbank. The interest sphere of 
this organization includes banking education 
and also the promotion of international ex- 
change of banking information and personnel 
on a basis similar to the usual exchange of uni- 
versity students, as well as the arrangements of 
trips, similar to the one we discussed. 

The “Deutsches Institut fuer Bankwissen- 
schaft und Bankwesen”’ (German Institute for 
the Science and Practice of Banking) is an insti- 
tution organized by a group of German bankers 
for the purpose of compiling, analyzing and 
investigating banking laws and banking prac- 
tices the world over. Among its recent publica- 
tions is a volume entitled “Banking Supervi- 
sory Laws of the World”, containing among 
other items a complete translation of the salient 
features of the Federal Reserve Act with 
amendments and the S.E.C. Act with amend- 
ments, as well as similar laws enacted by vari- 
ous countries during the last decade. 

I am taking the liberty of asking both insti- 
tutions to get directly in touch with you, thus 
enabling you to get a much better picture of 
their scope and activities than I could possibly 
give you. It is the cherished wish of Dr. 
Fischer, the president of my bank, who takes 
a great interest in both institutions, to maintain 
and enlarge the so vital contact of the German 
banking world with the banking circles of for- 
eign countries, without which a proper under- 
standing of the mutual tasks and promises is 
difficult to attain. 

Gerhart W. Schuetz, Representative 
Reichs-K redit-Gesellschaft A. G. 
72 Wall Street 

New York, N. Y. 


Copies Wanted? 
To the Editor: 


Some months ago you published a report 
made by active officers to directors, which cov- 
ered the situation as regards larger banks 
Believing there are a number of smaller banks 
interested in this type of thing, I am sending 

(CONTINUED ON PAGE 10) 
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In addition to the strength and 48 years’ 


experience behind every F& D bond and 
policy, you have the prompt, personal service 
of the F& D’s local agent, who tries as con- 
scientiously to meet your community's bond- 
ing and insurance needs, as you do to fill its 


banking requirements. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOoIT 


COMPANY OF MARYLAND, BALTIMORE 
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What does a ris 
look like? 


OU know a good many business 
dangers when you see them. But an ex- 
perienced insurance agent will point out 


dangers you've never dreamed of. 


He has been trained to recognize the risks 
that wreck businesses. Often it costs little 
or nothing more than you are now paying 
for insurance to provide protection against 
these risks you don't recognize. 

Insurance that minimizes the agent’s func- 
tion may lessen your protection, vour 
service. Insurance is dollar protection. 


There are no cut-rate dollars tor sale. 


Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm—may save yout 
business lite. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


| 


(CONTINUED FROM PAGE 8) 


you a few samples of the form which we have 
designed for this purpose and which has been 
in use for approximately two years. We have 
found it highly satisfactory and you may find 
other banks interested. 


R. M. DAANE 

Vice-President and Cashier 
Plymouth United Savings Bank 
Plymouth, Michigan 


The report form which Mr. Daane 
sent covers statement of condition, re. 
serves, earnings, new loans made since 
last meeting, bonds purchased, applica- 
tions for new loans and/or mortgages 
for action of directors, past due loans, 
new or closed accounts, miscellaneous 
matters. 


A Puzzle 


To solve the doublecrosstic on page 
14, over the dashes under WORDS write 
each word defined, respectively. 

In the squares of the diagram write 
each word, letter by letter, in the numbers 
corresponding respectively to those under 
the dashes. 

(The letter printed in the lower left 
corner of each diagram square is simply a 
handy reference to the definition in which 
you will find the respective number of 
each square.) 

As you continue this process you are 
forming in the squares a quotation which 
reads paragraph-wise from left to right, 
the sense of which does not necessarily 
end with the line. The black squares are 
ends of words. 

As you put your words in their places 
under WORDS their initial letters, read 
vertically as an acrostic, spell the subject 
of the quotation. 

Start the Doublecrostic this way: 

Definition C is probably EXPONENT. 
Write it in over the dashes at C. Then 
place E in square 80, X in 89, P in 32, O in 
16, N in 96, E in 126, N in 132, and T in 
58. In the quotation thus begun 59 is 
obviously O. Find it in the word of defi- 
nition H and insert it as the first letter of 
that word. Perhaps this word H is out- 
DONE. Place O in 59, U in 138, T in 133, 
D in 57, O in 61, N in 15, E in 109. Def- 
nition K may be F1aT. Place F in 46, I in 
102, A in 95, T in 134. 45 must be I or O. 
Find it in word M (Milton?). 135 must be 
O. 97 must be D. Fill it in, also in word G, 
the first letter (Daring?). Word V may be 
GO-GETTER. Filling in the respective let- 
ters in the squares, 103 must be N, the 
second letter in word T. 

Proceed similarly with all the WORDS 
and soon the sense of the whole will be- 
come evident. While you are writing the 
WORDS in the column the initial letters 
vertically will spell the subject of the 


| quotation. See answer on page 78 for 


verification. 
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This puzzle was created by Mrs. 
Elizabeth S. Kingsley, whose doublecross- 
tics appear each week in the Saturday 


DEFINITIONS 


Review 
published 
Schuster 


4. President of the U. S. 


_ Mercenaries of British in Revolution 
*, Symbol at upper right of number or letter 
_ President of U. S. (1789-99) 


Discourteous 


: British coin equivalent to about 25 cents . . _— 


Venturesome, bold 


. Surpassed in performance 


Mode of procedure, way of acting . . . . . 


_ Survived 


<. Decree 


.. Part of body between arm and neck . . . 


. English poet (1608-1074)... . . 


{. President of the U. S. (1797-1801)... . . 


. Lazy loungers 
. Objects of one’s affections 


). Sound of rustling silk or cutting whip 


of Literature and have been 


in books by Simon & 


WORDS 


. Personal clothing or garments . . . . . . . 


3. Applied to an all-college team or crew 


T. Unsound of mind 


J, Long fictitious prose tales with plots . . . 


’. A hustler (slang) 
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The Chinese name for the 
Phoenix is "Chang-An," 
meaning, figuratively, to 
bring back-to restore. 


The ancient Egyptians 
thought of the Phoenix as a 
bird that. every 500 years, 
flew out of Arabia into 
Egypt where at Heliopolis 
it burned itself on the altar, 
and then arose from its 
ashes young and beautiful. 


Since the earliest days of 
insurance the Phoenix has 
been used to symbolize 
ability to replace property 
after it has been destroyed 
by fire. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, - - - $6,000,000.00 
Surplus to Policyholders,  $44,807,872.44 
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“,. SATISFACTORY 


MR. KELLER, official of one of the 
most important banks in the North. 
west, writes as follows: 

“It is the policy of this bank to 
install the very best and most mod- 
ern equipment for the benefit of 
our customers and ourselves. 

“In June, 1929, after a review of 
savings bank equipment, we pur- 
chased five National Window Post. 
ing Machines which enabled us to 
give our savings depositors speedy, 
convenient and accurate service, 
and at the same time provided 
us with protection and control 
over the transactions at the time 
they occur. These machines were 


Instalment Loan Department 


Ledger and Bank 
and Bankers' Accounts 


Commercial 
Department 
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IN ALL RESPECTS” 


says MR. O. H. KELLER, 
Assistant Vice-President of the First 
National Bank of Portland, Oregon 


installed at our Head Office, and 
when our Sixth and Morrison 
Street Branch was acquired in 1933 
they were immediately installed in 
the Savings Department there. 


Trust Department 


“In 1934 we installed your Na- 
tional Typewriting-Bookkeeping 
Machine on our Trust Accounts 
and later purchased another ma- 
chine of the same type for our 
General Ledger and Country Bank 
Ledgers. In 1937, after careful 
investigation, we installed four- 
teen of your bookkeeping ma- 
chines at our Head Office and five 

at our Sixth and Morrison 
Street Branch. 

“At the present time we are 
using your machines on our 


General and Country Bank Ledg- 
ers in the Savings, Commercial, 
Instalment Credit Loan, and Trust 
Departments, and have found that 
this equipment in each instance has 
rendered satisfactory service in all 
respects.” 

Mr. Keller’s letter gives a full 
description of the scope and capa- 
bilities of National Machines. You 
can easily arrange for a demonstra- 
tion by phoning our local repre- 
sentative. Or, for further informa- 
tion, write us direct. 


DAYTON, OHIO 


Cash Registers + 


Savings Department 


Posting Machines 

Typewriting-Bookkeeping Machines 

Postage Meter Machines 
Accounting Machine Desks ° 


Analysis Machines 
Bank-Bookkeeping Machines 
° Check-Writing and Signing Machines 
Correct Posture Chairs 
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A City Saved by a Thread 


Fire broke out in a congested section 
of the Massachusetts city of Fall River. 
Lashed into fury by a forty-mile gale, 
the raging flames rapidly spread beyond 
the control of the local fire department. 
Conflagration threatened to destroy the 


entire city. 


Responding to a desperate call for help, 
fire apparatus came from over twenty 
communities. They were able to stop 
the fire, averting disaster ... because, 
luckily, the thread of their hose coup- 
lings fitted the Fall River hydrants. 
Had the fire occured three years ear- 
lier, their help could not have been 
used. For, it was only within that time 
that those communities had adopted 
standard hose couplings upon the ur- 
gence of the National Board of Fire 


14 


Underwriters. So, the city was 
saved by a thread . . . a dramatic 
demonstration of the effective- 
ness of the fire- prevention ac- 
tivities continuously carried on by 200 
capital stock* fire insurance companies 
through their organization, The National 
Board of Fire Underwriters. The aver- 
age citizen little realizes what that or- 
ganization has done and is doing to 
prevent loss of life and property... 
through making surveys and recom- 
mendations and through the testing of 
manufactured goods and materials by 
Underwriters’ Laboratories, Inc., which 


it founded. 


How many lives and how many build- 
ings have been spared due to the activi- 
ties sponsored and maintained by capi- 
tal stock fire insurance companies no 
one knows. But, fire losses have been 


reduced, as evidenced by the fact that 


the capital stock fire insurance com- 
panies have been able to reduce their 
average rates ... over 40% in the last 


thirty years. 


*CAPITAL STOCK COMPANY FIRE 
INSURANCE provides sound protection at 
a predetermined price, without risk of further 
cost. In addition to legal reserves, its poli- 
cies are backed by cash capital and surplus 
funds set aside to meet not merely normal 
claims but also the sweeping losses due to 
conflagrations and other catastrophes. Its or 
ganized public services are national in scope. Its 
system of operating through Agents everywhere 


gives prompt personal service to policyholders. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS 
85 John Street, New York 


Nat'l organization of Capital Stock Fire Insurance Companies 
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Merging 
for Strength 


Washington, D. C. 
E Banking Act of 1935 gave the 
Deposit Insurance Corpora- 


tion the power to promote, by loans and | 
asset purchases, mergers and consolida- | 


tions of banks in order to reduce deposit 
insurance losses and at the same time 
prevent the dislocation of business in 


communities concerned. This power ex- 


pires on June 30 of this year. At its 
April meeting the executive committee 
of the National Association of Super- 
yisors of State Banks recommended 
that the authority of F.D.L.C. in this 
respect be extended for another two 
years. The understanding is that Con- 
gress will authorize this extension when 
it can get around to it. In the mean- 
while there is more significance in the 
action of the state supervisors than ap- 
pears on the surface, for the action 
taken is in pursuance of a policy of co- 
operation between state supervisory 


authorities and the F.D.I.C. looking to | 


the elimination of weak banks. 


COOPERATIVE SURVEY 


WHEN this authority was first given 
the F.D.I.C., there was considerable 
expectation that the plans might in- 
volve large sums. Since the Corporation 
is authorized by law to issue debentures 
up to three times its capital and the 
premium assessments for the current 
year, something like a billion dollars 
was available for the purpose. As a pre- 
requisite for intelligent action, however, 
the Corporation found it necessary to 
inaugurate a state by state convass to 
discover the number and position of 
weak banks and the possibilities of 
rescuing them in the manner author- 
ized. This survey was commenced but it 
soon merged into a cooperative arrange- 
ment with the state superintendents, 
under which the two authorities worked 
together to eliminate the weak institu- 
tions. As a result of this cooperation and 
in the ordinary course of bank mortal- 
ity, 242 weak banks were eliminated 
from the deposit insurance system dur- 
ing 1936 and 258 during 1937—exactly 
500 banks in all. 

Of these eliminated banks, 28 institu- 
tions, including one late in 1935, were 
eliminated by merger through the aid of 
the F.D.I.C. and three others through 
aid from the R.F.C. during 1936, 45 
others being involved in mergers with- 
out aid of Government agencies. During 
1937 the F.D.I.C. advanced funds for 
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‘Lae lane that leads into 
the farmer’s barn; the siding 
that connects the coal breaker 
with the railroad main line — 


These are essential parts of the 
great transportation system of 
a busy nation. 


The checks deposited with 
your bank, whether large or 
small, added to the volume 
that daily flows through the 
collection centers, are a vital 
factor in the commerce of the 
country. 


It is important that you use 
the best facilities available. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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The Factor speaks: 


A hundred years 

ago the great artist, 

Cruikshank, drew 

this significant 

picture and called it 

“Mind over Matter” 

Thirty centuries 

“a progress lay be- 

tween the horse drawn vehicle and the rail- 

way train on the viaduct. But Cruikshank’s 

picture became obsolete within ome century. 

Compared with the airplane or the stream- 

liners of today, his queer little engine looks 

as antiquated as his hackney coach . . . The 

business man, selling on open account, is 

following an age-old custom. Changing eco- 

nomic conditions, however, require improved 

methods. The modern factor, by absorbing 

credit risk and cashing accounts receivable, 

offers a service well adapted to present-day 

requirements but based upon sound and 
well-tried business principles. 


“THE FACTOR” on request. 


James Talcott, Inc. 


225 Fourth Ave. New York City 


NATIONAL UNION, 
FIRE INSURANCE 
‘COMPANY 


PITTSBURGH, PA. 


THIRTY-SEVEN YEARS 
OF 
HONORABLE DEALING 


the merger of 25 institutions, and 146 


| banks were merged without its aid, the 
| number aided by the R.F.C., if any, not 


being available at the present time. 
Thus, of the total number of banks 
eliminated, 247, or nearly half, were in- 
volved in mergers, and of these mergers 
approximately 77 per cent were brought 
about without the advancement of loans 
or the purchase of assets by Govern- 
ment agencies. 

Up to the end of 1937 the F.D.I.C. 
has made loans or purchased assets to 
promote the consolidation of 53 banks 
in the amount of $16,723,000. The 
banks concerned held deposits of $39,- 
350,000. Three other small mergers, in- 
volving advances of approximately 
$140,000, were made in January and 


| February of the current year. Approxi- 


mately 80 per cent of the F.D.I.C. ad- 


| vances were in loans, the rest in pur- 


chased assets. Preliminary estimates in- 


dicate that the recoverable value of the | 
loans and purchases is around 58 per | 


cent. The losses thus faced by the Cor- 
poration, however, are considerably less 


than it would have experienced had the | 


banks been forced into receiverships. 


MOVEMENT SUCCESSFUL 


IN considering these returns it should | 


be noted that, while the advances by the 


| F.D.1.C. thus constitute a compara- | 

tively small part of the merger move- | 
/ment, they by no means measure the | 
Corporation’s influence on the situation. ! 
They reflect, in cooperation with state | 
| supervisory authorities, a stimulation of | 


| private initiative in the matter. In most 


| sufficient assets to meet their deposit 
| liabilities, but low earnings over many 
| years indicated the strong probability 
that stockholders’ interests would soon 


t | be entirely dissipated, and an equitable 


arrangement was easily reached under 
| the good offices of supervisory authori- 
ties. 
In many cases stockholders sup- 
plied in cash or by guaranty sufficient 


| funds to meet the difference between | 
_ deposit liabilities and assets acceptable | 
| to the absorbing institution. The success | 
of this movement is indicated by the in- | 
crease in the number of mergers in 1937 | 


over 1936 and especially in the increase 


in mergers arranged without Govern- 


ment aid. 
The progress so far made in strength- 
ening the banking system by the elimi- 
_ nation of weak institutions would have 
been impossible without the coopera- 
tion of state authorities, not only in 
| promoting mergers but also in refusing 
| to charter weak institutions. The 
| F.D.I.C. standards for new banks ad- 


cases the absorbed or merged banks had | 


FROM SINGLE 


Policyholders of Employers 
Mutual find that the excep- 
tional service they receive re- 
sults in manifold savings, thus 
reducing their insurance costs 
on Workmen's Compensation, 
Public Liability, Automobile 
and allied forms of Insurance. 
Request a representative to 
call! He will present facts of 
unusual interest to you. 


EMPLOYERS MUTUAL 


LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 
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WA 


WHITE HOUSE 


IN WASHINGTON, D.C. 


Consistent with the atmos- 
phere of a distinctive location, 
the luxurious comfort, digni- 
fied service, and superior cui- 
sine of the Hay-Adams House 
blend into an environment that 
parallels the tastes of discrimi- 
nating travellers. Hay-Adams 
rates make any other choice 
@ poor economy. 


RATES 


SIXTEENTH AT H STREET 
FACING LAFAYETTE PARK 
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mitted to deposit insurance are regarded 
as high enough to insure sound and 
prosperous institutions. During 1937 
only six banks were chartered in four 
states which were not insured by the 
Corporation. Under the informal ar- 
rangement between the F.D.I.C. and 
the association of state superintendents, 
in which a committee of the latter acts 
as an advisory committee to the Cor- 
poration in its application of super- 


visory powers, it is expected that the | 


strengthening process can be continued 


at an even more rapid rate than in the | 


progress so far made. 


Present indications are that the move- | 


ment for consolidation and mergers of 


banks will reach a climax in the current | 
year. The advantages of consolidating | 
weak institutions are coming to be more | 
thoroughly appreciated. Low earnings | 


from over-abundant lendable funds 
suggest the need of saving overhead. 
The high price of bonds and current 


losses upon such securities are weakening | 


many institutions. Hence the authori- 


ties anticipate that the mergers and con- | 
solidations this year will exceed those of | 
the previous two years. As a result of | 


increasing difficulties in the operation 
of many of these banks they also expect 
that more mergers will involve the aid 
of Government agencies. Between Jan- 
vary 1 and the middle of April ten 
mergers, involving loans or asset pur- 


chases of approximately $20,000,000, | 


had been facilitated by the F.D.I.C. 
GEORGE E. ANDERSON 


PREMIUM REDUCTION 


leo T. Crowley, chairman of the 
F.D.L.C., discussed the merits of a 
reduction in the deposit insurance 
premiums at a forum of the New York 
Chapter, A.I.B. Mr. Crowley stated 
that the reduction depends on the 
improved position of banks 
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Q. “You are specially qualified to testify 
about typewriters, are you not?”’ 


A. “Yes, sir. Day in and day out, Court 
Reporters probably drive their type- 
writers faster and longer than any 


other class of users.”’ 


What qualities do you 
require in your type- 
writer? 


First SPEED -- to get 
the day s testimony 
transcribed in time. 


Second, EASY ACTION -- 
to lighten the load of 
a long day's typing. 


Third, DEPENDABILITY -- 
- because we can't afford 
breakdowns. 


Pourth, LOW UPKEEP -- 
because it comes out 
of our own pockets. 


You pick out whatever 
typewriter you want, 
for yourself? 


Yes <-- and pay for it 
ourselves, too. You 
see, we're paid by 
piece work, so our 
machines have got to 
produce at the lowest 
cost. 


*We surveyed all Court Reporters of 
record in every United States city of 
100,000 population or over... and 
can verify from the survey all the 
statements made above. 


Ask any L C Smith 
Branch or Dealer for 
free demonstration, 
right in your office 


Ge THE NEW 


Is there one make of 
typewriter preferred 
by Court Reporters 
over all others? 


Yes...very clearly. 
More L C Smith type- 
writers are used by 
Court Reporters than 
other makes com- 
ined! And Court 
Reporters use nearly 
three mes as many 
Pe any 
other one make!* 


Is this marked pre- 
ference of yours for 
L C Smiths of any 
significance to 
business generally? 


I should think it 
ought to be. When 
hard users like Court 
Reporters have inde- 
pendently chosen this 
one machine, in many 
different cities -- 
and on no other basis 
than results -- 
should think lots of 
business houses could 
take the tip. We've 
done their testing for 
them! 


LOVEAT 
FIRST SIGHT 


LCSMI 


| L C SMITH & CORONA TYPEWRITERS INC SYRACUSE N.Y 


of CORONA, the frst PORTABLE TYPEWRITER 


-— Makers also 
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ENDS SUMMER HEAT 


and Year ‘Round Discomfort 
for 86° Per Day 


arrier 


Air Conditioning 


1 WHAT A WHALE OF A DIFFERENCE just a few cents make! Be. 
* fore Carrier Air Conditioning was installed, stagnant air and 
summer heat caused employees of the Worcester (Mass.) Five 
Cents Savings Bank to want to leave their desks the moment the 
front doors were closed for the day. Now they stay till 5:09— 
and like it! What's more, absence due to illness is the lowest in 
the history of this 84 year old bank. Comfort is a “bargain” when 
you realize it costs this bank just 86c per day, the year around! 


Worcester Bank Finds Carrier System 
Improves Efficiency and Reduces 
Employee Illness At Negligible Cost 


Here's the Secret of Carrier Economy 


@ 86¢ per day is a small price to pay for the 
satisfaction of hundreds of clients—for the 
health and efficiency of scores of employees. 
Why is it possible? Because Carrier has con- 
stantly pioneered in making air conditioning 
economical. The Carrier Evaporative Condenser 
which saves 95% of water consumption, for ex- 
ample, is a typical Carrier development. So is 
Centrifugal Refrigeration, which utilizes build- 
ing steam to provide low-cost cooling. 


Wherever Carrier Air Conditioning is in use, 
you find Carrier economy. In the Northern 
Trust Co., Chicago, a saving of six minutes per 
day per employee pays the entire owning and 
operating cost of the Carrier System. The 


new Professional Arts Building in Hagerstown, 
Maryland, rented 70% of its office space in less 
than 8 months by providing Carrier Comfort— 
at an added cost of 12¢ per day per suite. In 
any number of department stores and theatres, 
Carrier Air Conditioning attracts customers for 
1¢ per customer—while Parsons & Judd, Buffalo, 
serve 8,000 more customers per month at an 
extra cost of 1/5¢ per customer! 


A "bargain"? Certainly. But the time to in- 
stall Carrier Air Conditioning is now. Now, 
before the summer rush. Now, so you will be 
assured a full season’s use. Your local Carrier 
representative will give you an estimate with- 
out obligation. Why not call him today? 


CARRIER CORPORATION, Syracuse, N. Y., Desk 536. 


Send me complete information on Carrier Air Conditioning for 
Banks, also information on the new Carrier All-in-One Unit Air 
Conditioner. 


OLD BUILDING —but see how 

neatly the Carrier Air Con 
ditioning System was installed. 
Just one inconspicuous duct in 
the rear is all you can see—and 
from this duct comes an abun 
dance of cool, dehumidified air 
in summer—warm, humidified 
air in winter . .. and clean, 
healthful air throughout the 
year. All other Carrier equip 
ment is on the roof—six floors 
above—and is entirely auto 
matic in operation. 


1/3 OFF 


@ This amazing new Carrier 
Complete-in-One-Cabinet Ait 
Conditioner brings you true 
summer air conditioning at 30% 
to 40% less than Carrier Air 
Conditioning ever cost before. 
Ideal for large bank or small— 
for no building alterations are 
necessary. Quiet, economical, 
dependable—a typical Cartier 
achievement backed by Car 
rier's 36 years of exclusive aif 
conditioning experience. 
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Suppose There Were No Pennies 


Stories of Banking Service by ALBERT W. ATWOOD 


OY, NEW YORK, recently provided a vivid illustra- 
tion of what happens to a community when a banking 
service which everyone takes for granted is suddenly 

cut off. College students in large numbers chose one day in 
which they used pennies to pay for one-quarter of all their 
extensive purchases of clothing and other merchandise, as a 
protest against “hidden taxes”. First, however, they col- 
lected 250,000 pennies the day before, employing various 
pretexts to secure this large amount from banks and mer- 
chants. 

Such a thorough sweep of pennies was made by the stu- 
dents that for a few hours merchants had great difficulty in 
transacting business. In one lunch room stamps had to be 
used for change. Some storekeepers were suddenly obliged to 
change their prices to even amounts. The banks, taken by 

‘surprise, were able after a few hours to secure more pennies 
from a neighboring city, and the next day the original supply 
poured back into trade. 

The point is that banks always act, day in and day out, 
year in and year out, as local markets of sources of supply 
for cash, that is, for coin and paper currency. This is a service 
which they perform for their customers, and even to a con- 
siderable extent for entire strangers, almost entirely without 
charge. We are all so accustomed to thinking of banking in 
terms of checking accounts that we easily forget this ab- 
solutely essential function which the banks perform in the 
way of maintaining and regulating the local supply of cash. 

I say local because, of course, the Treasury and the Fed- 
eral Reserve banks take care of the national supply. Most 
depositors, except in savings departments and savings banks, 
have checking accounts. But all of them must have cash for 
pocket supply. To some it is very incidental, as compared 
with the checks they draw; to others very important. But 
in any case it is taken for granted. It is merely a service 
which the bank performs, smoothly, unobtrusively and 
quite as a matter of course, from the customer’s viewpoint. 

One fairly large bank visited by this writer reported a 
weekly deposit of coins (50 cent pieces and less) of about 
$30,000, and weekly purchases from the Treasury of at least 
a fourth as much to make a total sufficient to supply cus- 
tomers’ needs. The sorting, counting and packaging of coins 
naturally costs something, not only in salaries but in ma- 
chines, where machines are used. 

Moreover the demand varies; sometimes it is for pennies, 
again for nickels or dimes or quarters. Heavy reserves must 
be kept; this particular bank had reserves in three different 
vaults. Deposits vary greatly also; at the end of a day one 


May 1938 


of five receiving tellers reported coin deposits of as low as 
$5.40 and another as high as $1,400, the other tellers ranging 
in between. 

No one gives a thought to dimes and nickels and pennies. 
Yet banks are expected to supply any amount of any de- 
nomination of coin at any time and to take the heavy bags of 
pennies and nickels off the hands of customers at any time. 
Perhaps it is just as well that prankish college students 
should have shown us what happens when even this relatively 
minor banking service is momentarily stopped. 


Are Banks Keeping Up? 


} is a commonplace that the type of credit extended by 
banks has been changing. The banker knows it from a 
practical operating standpoint; the economist and statisti- 
cian have treated the fact in their own way. The main 
lament is that commercial loans are relatively scarce; the 
Government has been the chief borrower in recent years. 
Then too, new types of consumer credit are coming forward. 
Banks no longer merely buy the paper of finance companies; 
they are making automobile loans themselves. 

Thus there are new sets of rules for lending, and the wise 
banker must feel his way; greenhorns nearly always make 
mistakes. Whether bankers as a whole are keeping up with 
all these new developments is too big a question to answer in 
a few paragraphs. 

But it is safe to say that substantial numbers are keeping 
up, are learning the new rules, are specializing in Federal 
Housing loans, or personal loans or automobiles loans. In 
almost every community there is at least one bank official 
who is “up” on the subject which interests a given customer. 

A few banks advertise the degree of specialization attained 
by their officers, senior or junior. One large mid-western in- 
stitution informs the public that it has officers who specialize 
in flour and feed, iron and steel, finance companies, groceries 
and drugs, whiskey, oil, furniture, boots and shoes, tires and 
rubber, hides and leather, and many other subjects, includ- 
ing even public officials. 

Naturally such a division of expert knowledge can be 
carried out only by a very large institution. But a bank does 
not need to be one of the mammoth units in a great city for 
its officers to acquire a useful degree of expert knowledge, 
and that knowledge is at the customer’s service. 


(Mr. Atwoon, a regular contributor to BANKING, is a well 
known writer on economics and national affairs.) 
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Business Defends Itself 


\\\ 7HEN the editor of this excellent journal asked me 
some months ago, over long distance, if I would like 
to submit my views on the problem of promoting 

mass education on economic questions, my first reaction was 

to wonder if there was veiled irony in the editor’s question. 

For in the past five years this weary evangelist of the gospel 

of economic truth has written many articles on current 

economic issues, addressed many audiences, and made many 
radio broadcasts on economic questions. 

And with all this labor, there is a question whether he has 
accomplished any results whatever. There is at times a 
forlorn feeling that this effort made not a single dent.in the 
public consciousness, from the seat of government to the 
outermost boundaries. There is sometimes the discouraged 
conviction that he has not only failed to advance the cause 
of truth but has actually been misunderstood. 

There is no thought here that this writer has any superior 
claims to acceptance of his personal views. In fact, if he were 
presenting some new-fangled ideas of his own or urging 
some economic cure-all or trying to defend some legislative 
proposal, he would have no right to ask people to believe 
him, not any more than a Senator from Nevada urging a 
silver subsidy or a Congressman from California urging the 
Townsend Plan. Under such circumstances his economic 
theories would have little claim to acceptance. 

Actually the writer’s claims to popular attention to his 
statements are quite valid. He is not presenting his personal 
views. He is presenting the elementary truths of economics, 
known, demonstrated, undeniable. Furthermore, the writer 
is not representing any interest. He is not trying to defend 
his mistakes, or seeking votes, or trying to keep himself in 
office. He is working solely for the welfare of the country. 
At the depths of his pessimism he sometimes thinks of the 
bitterest line in the English language: “Truth forever on the 
scaffold, wrong forever on the throne.” But these gloomy 
reflections do not last. There’s another thought: “Truth 
crushed to earth will rise again.” The puniest David armed 
with the feeblest sling does sometimes sock Goliath. Perhaps 
it is all worth while. 


PROGRAMS HAVE BEEN OF WIDE INTEREST 


JUST when my spirits are reviving I receive my March 
BANKING, and here is a piece by Professor Walter Pitkin 
which not only answers all the questions but dashes all hope. 
He proves by psychology and statistics that a bankers’ radio 
program of classical music and economic education reaches 
only the literate minority who already believe exactly what 
the broadcaster says. 

Professor Pitkin confined his discussion to radio programs. 
Certainly there has been widespread public interest in the 
attempts of a group of bankers and of a few great corpora- 
tions to present attractive programs on the air. Two of these 
programs have attracted wide attention. One is the Bankers’ 
Hour. The other is the Ford Hour. Both of these have in the 
past two years presented beautiful symphonic music, with 
an interval for a brief discussion of economic questions. 
Important as these two programs have been, they are only 
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two among many. The Dupont Company, the National 
Association of Manufacturers, General Motors, and some 
of the steel companies have had radio programs. 

But these radio programs are, in turn, only a part of a far. 
flung campaign of business and finance to reach the general 
public. By radio, by newspaper advertisements, by magazine 
publicity, by motion-pictures, organized American enterprise 
has been, for almost five years, carrying on an enlarging 
program of public information and appeal. In the later years 
this has been supplemented by the distribution of millions 
of pamphlets, by free syndicated articles, and even by road- 
side bill-board ads. 


MORE INVOLVED THAN EDUCATION 


A CONCEPTION of this program as an attempt at mass edu- 
cation in economics is incomplete. Education of the masses 
in economic truth is certainly a major aim. The unhappy 
American people, under an incessant barrage of unfair 
propaganda, industrial misinformation, and Simple Simon 
economics, have pathetic need of this education. But the 
basic purpose of this movement of industry and finance is 
self-defense. For five years American enterprise has been the 
almost defenseless victim of relentless attacks. All enterprise 
has been ‘“‘smeared” with blanket accusations of misconduct 
committed only by a small minority of industry or finance. 
Business has been the target of officials seeking a scapegoat 
for the economic calamities they have brought on the coun- 
try, of politicians seeking votes, of crackpot reformers with 
crazy proposals, of special groups seeking class legislation, 
and of schemers bent on destroying the American system of 
industry. 

The objectives of this extraordinary outburst of publicity 
by enterprise are to present the case for industry, to counter- 
act the effect of years of critical propaganda, to demonstrate 
the unique success of the American economic system, and to 
educate the people in the simple truths of economics. There 
is doubtless also the hope that the dissemination of truth will 
reduce the danger of unfair or unwise legislation. 


SOME IMPRESSION HAS BEEN MADE 


IN my judgment the program is a proved success. My 
barber volunteers that he has been thinking things over and 
has come to the conclusion that the chief cause of economic 
distress in this country is the awful wastes and costs of gov- 
ernment. A small business man tells me that he has been 
listening to Cameron on the Ford Hour and has begun to see 
what large-scale industry means to America. Let industry 
express itself freely, and there will be some chance for better 
government in this country. It is just possible that such a 
program will stand between this country and bankruptcy or 
communism. 

My belief in the program is based on a consideration of the 
handicaps it has had to overcome. Any success whatever in 
the face of these handicaps is remarkable. First, the whole 
attack has been new, and it has been waged against five 
years of the most powerful propaganda ever developed in 
this country, propaganda aimed at creating mass hatred of 
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By NEIL CAROTHERS 


banks, corporations, industry, capital, the profit motive, 
and the competitive system. 

Secondly, the campaign has been carried on with abstract, 
general and impersonal statements. For many reasons, 
strategic or internal, the whole campaign has been dignified, 
non-political, without rancor. It may be that, in the nature 
of things, a corporation or a bank cannot conduct its “ propa- 
ganda” on the same plane as an Ickes or a Coughlin. In any 
event it does not. When a politician takes to the air and 
charges that extortion by corporations is responsible for 
poverty, he is not answered with the statement that he is 
ignorant. All that is said is that during the depression years 
corporations paid out, chiefly for wages and taxes, some nine 
billion dollars more than they took in. When a Congressman 
introduces a “social credit”’ bill, this campaign does not ask 
that a lunacy commission be appointed. It does not refer to 
the bill or the Congressman. It merely tells the story of the 
Aberhart scheme in Canada, and what has come from it. 
This advertising drive of American enterprise has probably 
been the most dignified publicity campaign in American his- 
tory. That it has made headway in a country saturated with 
the idea that economic discussion consists of name-calling 
and appeal to class hate is a tribute to the art of publicity. 
It has had a subtle but already visible effect in elevating the 
tone of public discussion in America. 


WHO SPEAKS. WHO DOESN’T 


BUT the most serious handicap to this program and to the 
cause of free discussion in America is the situation in radio. 
Itis not the purpose of this article to discuss radio censorship 
as such, or its implications for American life. We shall refer 
to it here only in connection with our subject. Our radio 
companies are profit-seeking private enterprises. Their lives 
depend upon licenses granted every six months by a Com- 
mission appointed by the President. They have faced em- 
barrassing problems. They have tried, under most difficult 
conditions, to solve this problem. They have failed to do so. 

They have arrived at a temporary working arrangement 
which works out badly for the public welfare. In brief, this 
arrangement makes it difficult for the victims of unfair regu- 
lation, discriminatory taxation, or even legislative destruc- 
tion to plead their case before the radio public. The gen- 
eral rule is that on a paid-for program there shall be no 
politically controversial “propaganda”, for example, any 
protest against existing law, any attack on a proposed meas- 
ure, any criticism of existing government. As the president 
of the Columbia Broadcasting Company expresses it: “We 
sell time to sponsors solely for the advertising of their goods 
and services. We do not sell time for propaganda. By propa- 
ganda we mean any attempt to influence legislation, regula- 
lion, taxation and the like.” Propaganda of a controversial 
political nature is permitted only when the broadcaster is on 
free time, an invited or permitted guest of the radio company. 

Ih theory this is fine. But the simple fact is that in practice 
this works out to handicap necessary and fair discussion of 
Vital issues. There are only 24 hours in the day, and the radio 
companies cannot give the time away, even when they would 
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like to do so. But also in practice they do give time to repre- 
sentatives of existing government. When some Charley 
McCarthy of government wants to tell the American people 
the nonsense that this depression was caused by monopoly 
or that the wicked capitalists had decided to wreck the ad- 
ministration—and themselves—by a capital strike, he goes 
on the air. It may be of the greatest value to the nation to 
have this propaganda answered. It will be only if the radio 
companies invite or permit some volunteer to do so. 

Dozens of propagandist campaigns have been put on over 
the air, to which practically no reply was made. Probably 
the most sordid legislation of our time was the silver legis- 
lation. It hurt the country. For two years the propagandists 
of these measures filled the air with radio propaganda. Time 
after time the most appalling misstatements of fact were 
made. I never heard any reply. There has recently been before 
Congress a measure proposing to limit the length of freight- 
trains. It is a bad proposal. If the railways of America wished 
to protest, they could not buy time on the air. The President 
of the United States goes on the air to urge his program of 
spending our way out of this depression. Suppose that a 
group of patriotic citizens sincerely believe that such a pro- 
gram will vitally injure the country. They cannot buy time. 
They are not invited to state their case on free time. 


RADIO’S RECENT IMPORTANCE 


OF course there is no stifling of opposition to Government 
policies. The opposition does get in a word. Nor is there uni- 
formity of censorship among the different companies. In fact 
there is a most unhappy uncertainty about it all. Even on 
paid-for programs there are sporadic instances of violent 
political controversy. And no doubt the companies make a 
brave effort to give affected interests some voice. But in the 
main the present conditions present no opportunity for fair 
discussion. For years past our radio system has been a sound- 
ing-board for government propaganda. The late lamented 
N.R.A. was “sold” to the people by the most tremendous 
blare of publicity in the history of the country. The agricul- 
tural program has been put across in considerable measure 
by radio. 

There is a simple solution of this vexed problem of censor- 
ship of the air. It will require the earnest and patriotic 
cooperation of all the broadcasting companies and of the 
government. But that is another story. 

The need for free expression over the air has been recently 
demonstrated. Speaking on free time, a magazine writer, 
himself propagandist for many things in his writings, criti- 
cized the Bankers’ Hour as paid propaganda. It happens that 
I have been one of the regular speakers on this program. I 
considered it a great honor to be selected for this task. 


PROPAGANDA NOT WANTED 


FROM the beginning it was understood that I was to give 
my judgments, on matters of my choosing, subject only to a 
gentlemen’s agreement that I would not say anything which 
would put the banks which sponsored the program in a wrong 
light and that I was not to use the Bankers’ Hour for contro- 
versial discussion or attacks on specific measures. In other 
words, the group of fine American banks sponsoring this 
hour laid down the policy themselves that their program 
should not be propaganda. In the discussions of the brief 
talks the banks were primarily interested in eliminating 
anything which might even be construed as propaganda by 
narrow-minded partisans. The one purpose of the talks was 
to present in a simple way the basic truths of economics. 
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Modernizing Whole Neighborhoods 


By GEORGE E. ANDERSON 


NE of the by-products of the survey of real estate 
Q mortgage conditions in 239 cities, made by the Federal 
Home Loan Bank authorities, is a growing apprecia- 
tion of the practicability of rehabilitating second rate areas 
in cities by cooperation among owners and lenders. In con- 
nection with the new housing program of the Federal Gov- 
ernment it is expected that much can be accomplished in this 
line within the next few months to the manifest advantage of 
owners, lenders and the communities they serve. 


MAPS COME FIRST 


IN the Home Loan Bank survey nearing completion, real 
estate trends in cities have been mapped to show four classes 
of residential areas (April BANKING, page 22). The first grade 
area represents well planned and restricted districts not yet 
fully built up, to which there is a trend of the better class of 
population from a real estate standpoint and where there is 
every indication of maintained or increased values for the 
next 10 or 15 years or more. The second grade areas are those 
fully developed, still good from a residential standpoint but 
toward which the better class population movement is more 
or less static. The third grade consists of districts in which 
property is more or less obsolescent either by reason of styles 
of architecture or the expiration of zoning restrictions, or 
where it is otherwise adversely affected by population move- 
ments, a lack of transportation or other facilities, heavy taxa- 
tion, poor construction and the like. The fourth grade includes 
districts in which the adverse conditions of class three have 
been fully established with a low ratio of home ownership, 
little or no proper maintenance of property, low wage levels 
of the residents and a run down condition generally. 

It has been pointed out that in the matter of the latter two 
grades of areas, a full realization of the situation on the part 
of lenders makes it difficult if not impossible for owners to 
obtain mortgage credit in reasonable amount and at reason- 
able rates, with the result that property values in such dis- 
tricts rapidly decline and in extreme cases all but disappear. 
In most cities the tendency of residential real estate on the 
whole, especially in outlying districts away from possible 
business uses, is to pass through these several degrees of 
decline, involving heavy loss to owners and lenders. 

ONCE-GOOD PROPERTIES A DIFFICULTY 
RECENT real estate surveys by the American Bankers Asso- 
ciation have shown that the chief problem of banks in resi- 
dential mortgage lending has been old mansions, former 
residences of the wealthier classes, which have been caught 
in the eddies of population movements to newer and more 
modern districts. Yet there are few such districts in most 
cities where property of this class does not have the advan- 
tage of all city facilities—transportation, paving, markets, 
churches, schools, sewage disposal, light, plumbing, etc. For 
the most part, also, original construction was good, in many 
cases exceptionally good. All this represents wealth—ex- 
penditures of the past which only too often have not been 
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covered by proper income during their former days of glory. 

The question naturally arises, why discard this wealth? 
Or, is it necessary that owners and lenders accept the losses 
which present trends involve? There is no doubt that in a 
large number of cases residences in these decadent districts 
can be modernized in a way and at an outlay which, together 
with their present value, can bring them into a competitive 
position with the newer and more modern homes in newer 
districts. Many banks owning property acquired under fore- 
closure have found it profitable to rehabilitate their holdings 
before attempting sales, or in order to increase the rental 
value while holding the property for sale. Manifestly, how- 
ever, the improvement of one piece of property by one owner 
or even a few pieces of property by a few owners will not go 
very far toward the rehabilitation of an entire district. 
Piecemeal improvement, in fact, may not prove profitable to 
the enterprising institution which lays out its funds in an 
effort to save its own bacon. If all the owners and mortgage 
holders in such a district can be induced to act together and 
modernize their property, or if the conditions which are 
causing the decrease in property values can be corrected, 
much can be accomplished to halt the progressive deteriora- 
tion of the property involved, and the wealth which the latter 
represents can be conserved. Where surveys can be made by 
groups of interested parties, by real estate boards, chambers 
of commerce, or even by city authorities interested in tax 
problems, the results can be made available for all property 
owners and can form the basis of concerted action. 


F.H.A. LOANS AVAILABLE 


SUCH an undertaking fits in with the program of the Fed- 
eral Housing Administration, particularly in the matter of 
insured loans for modernization under Title I of the amended 
Housing Act. In certain circumstances loans for large scale 
housing can also be made available for neighborhood re- 
habilitation. The modernization of a group of well built but 
ancient dwellings originally constructed for housing mill 
hands at Chicopee Falls, Massachusetts, is cited by the 
Housing Administration as a good example of what can be 
done in this line under a large scale insured mortgage ar- 
rangement. Apparently there is no phase of financing of any 
sound program which cannot be handled by banks or other 
lenders with the insuring cooperation of the Housing Ad- 
ministration. The basis of all cooperative action in this line, 
however, is thorough investigation and planning following a 
comprehensive survey. 

It is now recognized that surveys are essential for sound 
mortgage financing in all periods of the real estate cycle. 
Many a bad investment in an improperly planned develop- 
ment, in new additions before there was a demand for them, 
and, in fact, in many of the phases of home building financing 
could have been salvaged by intelligent planning. 


(Mr. ANDERSON is a Washington writer whose articles fre- 
quently appear in BANKING.) 
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The Market for Service to Women 


By LORRAINE L. BLAIR 


the vast potentialities in women customers and start 

cultivating that market for his bank. It may require 
some experimentation on his part, and perhaps a substantial 
investment, but in the long run it will produce dividends 
that will more than justify both cost and effort. 

I know that bankers have tried it and that some are still 
anxious to encourage this type of business. But for one reason 
or another these efforts have failed to develop fully the 
hoped for results. 

Now is the time to study this wide open avenue to new and 
profitable business. Not because of the talk about it’s being a 
woman’s world or a woman’s era, but because women are 
reaching for business and financial knowledge. They at last 
have begun to recognize their own shortcomings and their 
need of exact information on what to do with money. The 
banker is best qualified to meet this need. 

Just for a moment consider the importance of women in 
matters of finance. For instance, women own or will inherit 
70 per cent of the private wealth of the nation; they carry 
65 per cent of the $14,350,000,000 savings accounts; they 
own probably a third of the outstanding corporate stocks 
and bonds; they are the beneficiaries of 80 per cent of the 
$110,000,000,000 life insurance in force; they hold title to 40 
per cent of the homes and farms in the United States; and 
they are beneficiaries of 65 per cent of the trust funds. 

Furthermore, they spend 85 cents out of every dollar 
put into circulation, one survey having indicated that— 
entirely aside from the foodstuffs and other household 
necessities, such as furniture, clothing for themselves and 
children—women buy 36 per cent of the men’s clothing, 67 
per cent of all the automobiles sold and over 45 per cent of 
the hardware. 


Cine DAY a wise banker with vision is going to recognize 


THE EFFORT AT EDUCATION 


EVEN the women are beginning to realize this great respon- 
sibility on their shoulders. They are trying to fit themselves 
better to discharge it. The General Federation of Women’s 
Clubs stresses the necessity for each club having at least one 
program a year that relates to finance. Various community 
groups have increased the number of speakers on financial, 
economic and business subjects. Women’s magazines are 
running more articles on them. Women lecturers are in de- 
mand. The Women’s Finance Forum in Chicago has two 
monthly meetings devoted exclusively to education and in- 
formation on such subjects, and some of the outstanding 
men in the financial world have appeared as lecturers. 
Despite all this it can be said that the women still are 
groping. They are, nevertheless, making an effort to find out 
for themselves. They want to know more about money, 
credit, prices, wills, trusts, investments and fundamental 
economics. The most significant fact is that not many years 
ago it was considered improper for the feminine mind to be 
concerned with matters of business or finance. The physical, 
moral and spiritual welfare of family life was woman’s entire 
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existence. The male relatives, or, lacking them, the bank- 
ers, brokers and attorneys, were supposed to handle the 
dry, mysterious and technical subjects of money and its 
management. 

Today it is taken for granted that women may have a 
conversational knowledge of the stock market, of com- 
modity prices, inflation, recession, etc. Some women have 
gone so far as to inquire of their husbands whether they have 
a will, how much life insurance is owned and how the pro- 
ceeds are setup, what to do with an estate, and a myriad of 
related subjects. 


A LOGICAL BANKING SERVICE 


IN SHORT, women are asking how, why and what about 
this thing called money. Who is better qualified to answer 
than the banker? Why isn’t that a logical banking service, 
and, furthermore, isn’t it a definite responsibility of the 
banker to answer the questions? It is well known that out of 
every 100 persons at the age of 65, there are 54 dependent 
upon friends, relatives or charitable institutions, and it is 
commonly stated that 80 per cent of all widows are in this 
dependent class in spite of the fact that they inherit 85 per 
cent of all estates. The widow is prey for get-rich-quick 
schemes only because she often has no one to turn to and has 
not had time to learn for herself. 

Women should be taught to use all the facilities of the 
bank, just as do the men who are in similar business posi- 
tions. The rich woman usually makes use of these facilities, 
because the path has been laid out for her in advance by a 
far seeing man who recognizes that proper services can be 
paid for. It is the millions of women with modest estates or 
average earnings or allowances who have been in the neg- 
lected class. Every woman, even the girl in high school or 
college with an allowance, should be taught the services 
banks have to render. 

The question is—how should this be done? Certainly not 
by bankers who remain aloof, sitting in their offices, waiting 
for women to come timidly in to ask for advice. Women have 
to be invited in a cordial manner. Before a woman can be 
shown the services a bank can perform, there must be estab- 
lished complete confidence, first, in the desire of the bank to 
be helpful, and, secondly, in its integrity and ability. 

The banker should explain the place of the bank in the 
community and how it can help the individual or assist the 
family, thus establishing better and safer homes; he should 
explain its aid to business and commerce generally and its 
position in the economic life of the nation and the world. 
When women realize the important part the banks play in 
establishing better living conditions they will feel that they 
are not only business institutions run for personal profit, 
but vital factors for better conditions throughout the 
country. 


(Mrs. BLAIR is executive director of the Women’s Finance 
Forum, Chicago.) 
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ANKER JONES will tell you frankly that he would be 
B considerably better off right now if every last bond in 
his bank’s portfolio had been sold out a year ago. He 
has seen a depreciation take place in the market value of his 
security holdings that has far exceeded the total income re- 
ceived from them. When you recall that bonds comprise 
some two-thirds of the earning assets of the Jonesville 
National Bank, you wonder whether Banker Jones should 
not have learned some very significant lessons from this ex- 
perience. 

Perhaps the outstanding lesson to be learned is the desira- 
bility of observing fixed standards in handling a bank’s 
bond portfolio. The markets have again demonstrated only 
too clearly how fallible human judgment is and how costly 
that fallibility can prove to be within a very short period of 
time. Only a year ago Banker Jones was buying junior lien 
railroad bonds in the nineties. Today he is wondering whether 
they should be dumped out in the thirties. When he bought 
last Spring, he knew that the bonds were second grade and 
that prices for them had fluctuated widely in the past. He 
just figured that the outlook for the railroads was favorable 
and that he would be sure to sell these bonds long before the 
next major turn in the business cycle. Unfortunately, he 
was wrong—exactly as he was wrong in 1929. His error has 
cost him very dearly. He could have avoided most of his 
heavy losses merely by following one simple rule: “Buy 
only high grade bonds.” 

In view of this recent experience, it would seem that 


1 


Prepare a written statement of investment rules 
and policies for adoption by the board of directors. 
This should describe in detail the procedure to be 
followed in handling the bond portfolio and should 
set forth minimum standards to be observed, such as 
the following: 

9 


U. S. Governments shall normally comprise at 
least one-third of total securities. 


3 


All corporate and municipal bonds purchased 
shall be of high quality and a thorough investigation 
of each issue shall be made prior to purchase. 


4 
All undesirable securities in the account shall be 
reviewed each week and it shall be the policy to make 
steady progress in eliminating these holdings as 
rapidly as possible. 
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The Strait and Narrow Bond Path 


Several Guide Posts 


Banker Jones should give serious thought to the aclvisability 
of formulating some definite investment rules and having 
them formally adopted by his board of directors. This would 
give him badly needed protection against a fatal tendency 
which most bankers have in common with practically all 
types of investors—a tendency to take unwarranted risks at 
just the wrong times in the hope of additional gain. 

Below are listed 15 rules that Banker Jones might con. 
sider in drawing up standards of this kind. These are offered 
merely as examples, and he will doubtless wish to modify 
them considerably to suit his particular needs. If he drafts a 
completely different set of rules of his own, so much the 
better, because they will mean more to him and there is 
greater likelihood that he will adhere to them. That is the 
important point. 

While the rules are more or less self-explanatory, some 
comment may clarify their purposes: 

Reason for Rule 1. The very process of writing these rules 
down is likely to make any banker’s investment policy con- 
siderably more clear in his own mind than previously. 
Formal adoption by the board of directors helps greatly to 
ensure that the rules will be followed. 

Reasons for Rules 2 to 8 inclusive. These are all concerned 
primarily with the importance of keeping a high standard of 
quality in the bank’s bond investments. This emphasis upon 
quality is certainly not accidental. The experience that 
bankers have had with second grade bonds during the past 
eight months has merely served to reinforce the lesson 


5 


Holdings of securities except U. S. Governments 
and except very high grade bonds due within 10 
years, shall not exceed twice the amount of the bank’s 
net surplus, undivided profits and reserves. 


6 


A special reserve against depreciation shall be 
accumulated up to at least 25 per cent of the market 
value of these securities. 


7 


All profits from sales of securities shall be placed 
in this reserve and regular appropriations shall be 
made from income until this reserve objective is 
attained. 


8 
Definite objectives with respect to quality and 
distribution of maturities shall be formulated at least 
every six months. 
9 
A substantial part of corporate and municipal 
holdings shall constitute a revolving fund of ma- 
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By E. SHERMAN ADAMS 


taught by the last depression. Just about half the bonds that 
were rated “AA” in 1929 sold below 50 during the last de- 
pression. The average decline of “A” bonds to their de- 
pression lows was about 56 per cent. Almost two-thirds of the 
bonds rated “BBB” in 1929 sold below 40 before the de- 
pression was over. Last Fall we saw the bond market collapse 
completely at a time when most investors still believed that 
the long term trend of business was upward. Moreover, 
banks were not being forced to dump their securities on the 
market for whatever they might bring, as they were in 1931 
and 1932. What is more, there was no extensive liquidation 
here by foreign investors. Visualize what might happen to the 
bond market if these three factors should be reversed! 

Reason for Rule 2. The special advantages of U. S. Gov- 
ernments as bank investments are well known but the re- 
markable price stability of U. S. Governments as compared 
with other types of bonds is not always fully appreciated. 
Between 1929 and 1933 the range in the price index of U. S. 
Treasury issues amounted to only 8.9 per cent, as contrasted 
with a decline of 21.2 per cent in the Standard Statistics 
Company index of high grade municipal bonds and a drop of 
44.5 per cent in the New York Times average of 40 corpora- 
tion bonds. During 1937, the decline in the U. S. Treasury 
index amounted to only 4.5 per cent, whereas high grade 
municipals were off 8.4 per cent and corporate bonds de- 
clined 20.2 per cent. 

Reason for Rule 3. Banker Jones is urged to adopt this 
rule as it stands, without any back-sliding. If he does insist 


turities spaced over a period of five, 10 or perhaps 
15 years. 


10 
The number of different corporate and munici- 


pal issues in the portfolio shall not exceed 50 and shall 
be smaller if possible. 


ll 
No class of securities—railroad, public utility, 
industrial or municipal—shall comprise more than 40 
per cent of total corporate and municipal holdings. 


12 
The commitment in securities of a single locality 
shall not exceed 20 per cent of total investments. 


13 


All securities shall be reviewed at least once a 
month. 


14 


The portfolio shall be checked with a city cor- 
respondent bank at least once every six months. 


15 


Adequate and systematic records shall be main- 
tained in connection with the investment account. 
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upon buying some medium grade bonds from time to time, 
let him make another rule that he will charge off ten points 
on every such issue at the time of purchase. He might go 
further and plan to place in his reserve account all income 
received from these securities in excess of the current rate of 
return available on U. S. Governments of similar maturity. 

Reason for Rule 4. Unless it is the policy “to make steady 
progress”’ in disposing of undesirable holdings, the danger is 
that there may be no progress whatever. Bankers who post- 
pone all sales until that elusive day when it will be just the 
right time to sell second grade bonds usually miss that day 
and eventually find themselves with a large depreciation in 
their account. 

Reason for Rule 5. This provides that the bank shall at all 
times have a minimum margin of protection against the 
possibility of impairment of its capital. Naturally the limit 
for any particular bank will depend to some extent upon the 
provision for possible losses in other assets. 

Reason for Rules 6 and 7. The purpose of setting a specific 
reverse objective is to ensure that appropriations to the re- 
serve will be regular and adequate. There should also be a 
policy as to the rate of accumulation of these reserves. 

Reason for Rule 8. This implies that Banker Jones should 
at all times have in mind a clear concept as to what he is try- 
ing to do with his bond portfolio. Bonds should be bought or 
sold only with reference to carefully planned objectives. 

Reason for Rule 9. A comparatively small change in in- 
terest rates will mean substantial depreciation in prices for 
long term securities. If 30-year 344 per cent bonds now 
quoted at par, for example, sell five years from now on a 4 
per cent basis, the price will be about 85 and the net return 
on the investment for the period will be approximately zero. 
The revolving fund arrangement of maturities suggested in 
Rule 9 has many advantages. It provides a constant source 
of maturing funds; the average maturity of the list remains 
short; and the net return over a period of years should be 
reasonably high. 

Reason for Rule 10. Forty different issues are enough to 
give ample diversification in any bond portfolio. A larger list 
merely increases difficulty of proper supervision and the 
likelihood of losses. Diversification cannot be regarded as 
being in any way a substitute for intelligent supervision. 

Reason for Rule 11. The importance of this rule has been 
forcibly brought home to many bankers recently by the 
abrupt collapse of railroad credits. 

Reason for Rule 12. This is simply a rule-of-thumb prohi- 
bition against holding too many local securities. 

Reason for Rules 13, 14 and 15. These deal with the subject 
of adequate supervision of the investment portfolio. Many 
bankers have not yet grasped the significance of the fact that 
most of their earning assets consist of bonds. In many in- 
stances, depreciation suffered in the bond portfolio during 
the past 12 months has more than offset earnings and profits 
from all sources. 

Will Banker Jones present a set of investment rules of this 
kind to his board of directors for adoption? If he does not do 
so now, after the experience of the past year, the chances are 
that he never will. If he does so, and if he adheres faithfully 
to these rules during coming years, he will survive the next 
long business depression with room to spare. His fate in the 
future depends upon his bond account. 


(Mr. ApAms is employed by a large eastern bank as a 
specialist in the investment problems of correspondent insti- 
tutions.) 
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Putting House Organs to Work 


By DUDLEY L. PARSONS 


(The author, who has had much experience with house organ 
publication, wrote an article, “Recipe for Home Made Maga- 
zines”, in April BANKING.) 


been reached, that the officers are enthusiastic and the 
basic mailing list is under control, what else remains to 
be done to gain full value for the bank? 

There is insufficient space to list all the known possibili- 
ties, but a few suggestions will bring to mind others. The 
editors of the local press and other publications in the in- 
stitution’s effective area are, of course, already on the mail- 
ing list, but they should also receive, at regular intervals 
after publication, properly prepared news releases highlight- 
ing matters emphasized in the house organ. Each release 
should mention both the institution and the house organ by 
name. If special trades or groups are mentioned in such a 
way as to be of interest to them, special mailings of the house 
organ and the release, if any, should be made to the trade 
associations and trade press affected. This may frequently 
result in demands for extra copies or reprints for distribution 
to the membership or to other interested individuals. It is 
desirable to accede to all such demands, so long as they are 
reasonable, for such secondary distribution is a potent source 
of good will. 

The house organ is also used in more specific and even in- 
dividual merchandising efforts. At least one metropolitan 
bank house organ is sold for distribution on a syndicated 
basis to correspondents. The syndicated edition bears the 
advertising of the correspondent and is issued in the name 
of both institutions. Others send out advance copies of arti- 
cles for criticism to experts in the field covered, especially 
when the experts are in influential positions. This is not only 
of real editorial aid but, when well handled, may bring the 
bank favorably to the attention of the expert. Advance 
assistance should always be followed up when the article is 
in print. 


y Aawe that the decision to publish a house organ has 


THEY’RE USEFUL AS INTRODUCTIONS 


WHEN a contact is lacking with a potential prospect, the 
ice is sometimes broken by sending a copy of an issue con- 
taining material known to be of specific interest to him. To 
follow up a call by sending the house organ, especially if it is 
done in a personal way, is frequently an appreciated cour- 
tesy. The house organ can be an excuse for conversation or a 
useful topic. It can develop leads from those who request it 
of their own volition, and this source of prospects is some- 
times increased by advertising the magazine in paid space. 

Suggestions for the management of the bank publication 
must necessarily be limited and brief. It is important, how- 
ever, to centralize both responsibility and work, although 
editorial and mechanical functions are normally segregated 
in the larger institutions. At any rate, the editor or editorial 
group should, within reason, be protected from becoming the 
target for crossfires resulting from occasional internal differ- 
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ences of opinion. If not, the writing surely tends toward con. 
fusion and impotence. While the work should be a major 
duty of at least one person, all figures, statements of fact, 
sources and matters concerning policy should be checked in 
detail by someone other than the writer and, in general, by 
an officer. : 
From the standpoint both of editorial and physical pro. 
duction, the syndicated house organ is by far the easiest to 
handle, for practically all of the burden will be assumed by 
the organization from which it was purchased. In producing 
its own house organ, however, the issuing bank would do 
well at the beginning to investigate the various kinds of 
printing available in the community and compare their 
costs, advantages and limitations as they affect the kind of 
publication contemplated. The services of an advertising 
agency, public relations counsel or house organ expert, if not 
already employed, can be extremely useful at this point for 
satisfactory suggestions with regard not only to the printing 
method to be used but the selection of type faces, illustra- 
tions, paper, page size and covers as befits the editorial con- 
tent and the institution. If the circulation is not large, there 
are machines on the market capable of doing surprisingly 
professional looking work at low cost within the bank. 


DON’T HIDE THEM UNDER A BUSHEL 


WHEN an issue is finally complete and ready for release, it 
should be made easily and visibly available to callers on the 
bank and mailed out to the entire list. Effectiveness is pro- 
moted through adherence to some of the basic rules of tim- 
ing, as developed by direct mail. The local postmaster should 
be consulted with regard to post office regulations and with 
the purpose of determining whether or not it would be 
economical and practical to obtain one of the various forms 
of low cost, bulk mailing permits. 

Because so much of its effect is intangible, it is impossible 
to determine the usefulness of a bank house organ in terms 
of dollars and cents. Nevertheless, an effective house organ 
will result in much substantial evidence in its behalf. The 
institution will be thanked for it, there will be a demand for 
it, it will be talked about, it will be criticised, there will be 
questions and, if it has news value, there will be comment in 
the press. A little adverse criticism is sometimes helpful and 
a sign of vigor. The best indication of worth, however, comes 
from the periodic canvass of the mailing list. If a return post 
card is used, a renewal rate somewhat under 60 per cent can 
be considered good. If no assistance is given the recipient in 
making his answer, the figure should be somewhere around 
45 per cent. ; 

It should be plain that no bank should ever consider 4 
house organ if it lacks the desire, the intent, the ability or 
other means to do it well. And when it achieves success, the 
management must be prepared to continue the publication 
indefinitely, for by then it has performed a service expected 
by a large portion of the bank’s clientele who will maintain 
a demand which cannot be disregarded with impunity. 
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How to Build Farm Business 


By JOHN M. GRAHAM 


able. Furthermore, if these loans are intelligently 

made, the bank is making itself profitable to agricul- 
ture. Security is, of course, essential in the financing of 
farmers, but the banker who thinks only of collectibility is 
missing the long range view. 

Many years ago our bank decided that there was only one 
end for the farmer who was engaged in the growing of cotton, 
but not the food and feed crops necessary in producing the 
cotton, and that end was bankruptcy. Secure the loan ever 
so safely, the day would come when we would wake up to the 
fact that we no longer had a customer we could do business 
with. He would be broke. Having reached that decision, 
which we considered fundamental, we decided on the general 
policy of making a condition in the granting of a loan that 
food and feed crops must be grown sufficient for the needs of 
the farm. We publish each year, before the planting season, 
an advertisement in our local newspaper calling attention to 
this condition. 

A most important item having to do with farmer financing 
is that of financial and operating statements—having the 
farmer review in a signed statement his operations of the 
previous year, acres to different crops and the yield, and 
the program for the coming year in acres and estimated 
yields. Then there should follow the listing of assets and lia- 
bilities. Not so many farmers in this section keep records 
of their operations. Consequently such a statement is en- 
lightening to them and certainly enables the banker to pro- 
ceed more intelligently. Furthermore, farmers do not over- 
look the fact that they have signed the statement as a basis 
for credit. 


Aide Forties loans, if intelligently made, are profit- 


MAKE THE RELATIONSHIP CLEAR 


IT is important for the banker to tell the farmer just what 
is expected of him if he wishes to continue from year to year 
as a borrowing customer of the bank. Farmer borrowing in 
this section starts about March and payments are made 
about November when cotton is marketed. We have been 
successful in acquainting our farmers with the fact that they 
need not expect financing from us until operations on the 
farm are actually under way. They have learned that we are 
only interested in making loans to them for the purpose of 
making that season’s crop—that we are rarely interested in 
making loans to clear up some indebtedness elsewhere. We 
also explain that we expect each year a full settlement for 
borrowings made—no carry-over except in rare instances 
and for good cause. It doesn’t take so long for it to be gen- 
eral knowledge throughout the country-side that these con- 
ditions surround the granting of loans. A policy of this kind 
results for good in about three ways: First, loans are soundly 
made. Second, few farmers come to borrow who are not pre- 
pared to meet conditions as outlined. Consequently, little 
lime is lost discussing loans with those who can not qualify. 
Third, many farmers become bank customers who are not 
borrowers, for the bank is gaining in prestige when a lending 
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program as outlined is followed. Farmers know pretty well 
what goes on with the neighbors in their borrowings. 

Finally, if the banker really wants to build his farmer 
business—if he considers this business profitable for his 
bank—then he must engage in many activities that take him 
outside the banking quarters. These activities are worth- 
while gestures and let the farmers know there is a genuine 
interest in their welfare. The banker can initiate some pro- 
gram or he can lend active support to any sound project 
that comes along. In Georgia the Bankers Association is 
always sponsoring some agricultural activity that is sound— 
generally worked out under the guidance of the State Col- 
lege of Agriculture. 


VARIETY OF ACTIVITIES POSSIBLE 


WE have found many ways in this bank of doing things 
to create farmers’ good will. These activities were mentioned 
in the bank’s twenty-fifth anniversary brochure, published 
the first of the present year, and there follows a quotation 
from that publication: 

“An automobile tour through the prosperous livestock 
country of Tennessee was arranged and conducted by the 
bank. One hundred farmers from this section were enter- 
tained at livestock shows and stock farms during the tour. 
As a result, carloads of pure-bred cattle were brought to this 
county, forming the nucleus of successful herds, many of 
which were financed by the bank. 

“On another occasion the National City purchased from 
Berryton Farms 100 registered Duroc pigs for $2,500. These 
were sold to boys and girls aged from 10 to 16 years at $25 
each. That fall the pigs, then grown to large size, were ex- 
hibited in a special building at the country fair, where prizes 
were awarded to the winning young farmers. When purchas- 
ing the pigs, the boys and girls gave to the bank their in- 
dividual notes, without security of any kind. Though the 
notes were signed by minors, every one was paid in full. 

“One year when an unusually large cotton crop was pro- 
duced, warehouses in Rome were overflowing and cotton 
would have had to be sent elsewhere. The National City 
rented and operated a warehouse for the benefit of farmers 
at cost, keeping the cotton at Rome. 

“Tn keeping with its policy of promoting diversification of 
crops and building up of the soil, and in cooperation with the 
Georgia Bankers’ Association, years ago the bank launched 
a campaign for the planting of vetch, offering prizes in con- 
nection therewith. This was the beginning of the growing of 
large acreages of vetch in Floyd and surrounding counties.” 

The farmer financing program followed by our bank for 
many years is a sound program and is profitable. Especially 
is it profitable over a period of years in that it is constructive 
financing and results in a larger and more worthwhile clien- 
tele for the bank. 


(Mr. Granam is president of the National City Bank, 
Rome, Georgia.) 
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Our Infant Railroad Industry 


NY advance in the technology on which transportation 
is built affects distance almost as definitely as if two 
points on the map were moved toward each other. 

Kipling said, “‘Transportation is civilization.” Certainly 
most of our present civilization is dependent on transporta- 
tion for its existence. 

The brilliant part played by the American railroads in 
building the nation is a story known to every schoolboy, but 
some of the misinformed are now intimating that the Ameri- 
can railroad is on its way out, that it has served its purpose, 
that its performance is obsolete. Nothing could be farther 
from the truth. We hear a great deal about truck competi- 
tion. Last year American railroads originated over a billion 
tons of freight traffic, many times that handled by trucks. 
When it is considered that the average truck is of less than 
five-ton capacity, an obvious problem presents itself—where 
could we run the trucks and how could they get into the 
cities? The American people are already complaining about 
the congestion caused by trucks. The latter serve a distinct 
purpose but, for this generation at least, we will have the 
railroads with us because we need them. 

Railroad change has necessarily been slow. The tremen- 
dous plant investment may seem to have held back progress 
at times, but it must be kept in mind that railroads possess a 
well earned reputation for safety, and they will make changes 
only after new development has shown itself foolproof. Every 
railroad man knows that he provides by far the safest trans- 
portation in the world. That record must be maintained at 
all costs—nothing can be left to chance. However, proved de- 
velopments for better transportation, hammered out on the 
anvils of research over a long period of years, are now begin- 
ning to assert themselves. Today American railroads stand 
very definitely on the threshold of obtaining the benefits 
from these long years of hard work. Here are a few of the new 
things being developed for us. 


NEW FASHIONS IN LOCOMOTIVES 


THE Diesel engine has reached that stage of mechanical 
perfection where its utility as a power producer is beyond 
question. It is obvious that the railroad industry cannot be 
very efficient with only 17 per cent of its locomotives truly 
modern. Over 60 per cent of railroad locomotives are more 
than 20 years old, earlier than 1918 models, but develop- 
ments in railroad locomotives are looking up. 

When the Union Pacific Diesel-driven streamliner estab- 
lished the transcontinental time record between Los Angeles 
and New York, it traveled the 3,260 miles at a total fuel cost 
of $83. A standard steam train would have consumed about 
$300 worth of fuel and required 14 more hours for the same 
trip. 

H. L. Hamilton, president of the Electro-Motive Corpora- 
tion, General Motors’ Diesel subsidiary, said: “Were the 
Class I railroads to put 3,000 Diesel locomotives merely in 
switching service, they would effect a saving in operating ex- 
penses of $52,000,000 annually, sufficient to liquidate fully 
the investment in Diesel locomotives within five years. This 
would permit the retirement of not less than 5,000 old and 
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obsolete steamers with their current excessive Operating 
costs.” 

In 1912, just 20 years after Rudolph Diesel built his firg 
engine, which almost killed him when it exploded through 
the roof of a German factory, he visited the United States 
and read a paper before the American Society of Mechanical 
Engineers. Among his remarks, Diesel said: “The Diesel 
engine has doubled the resources of mankind as regards 
power production.” Today, over 25 years later, Alfred P 
Sloan, Jr., states: “The Diesel engine is something more than 
a dramatic source of power. It is our most efficient type of 
engine. It converts several times as much of the energy of 
fuel as does the steam engine.” 

Ralph Budd, president of the Burlington lines, a pioneer 
road in the adoption of the Diesel power method, has stated 
that in the higher speed railroad field, Diesel engines appear 
destined largely to supplant steam power within the next 
five to ten years. The cost per train mile for locomotive sery- 
ice on the Burlington Zephyrs has been slightly under 5 
cents, while the cost for steam drawn trains of the same 
carrying capacity has been over 28 cents. 


THE STREAMLINING QUESTION 


THERE are developments in locomotives from other than 
the Diesel angle. 

The General Electric Company and the Union Pacific 
Railroad are now testing a new turbine electric locomotive. 
According to Union Pacific advices, it is expected to bea 
revolutionary step in railroad power. 

Electric locomotives are ideal in many respects, including 
rapid acceleration and flexibility in handling, but the fixed 
charges on electrification and the capital investment militate 
against this method, so it is doubtful that individual power 
units will ever entirely be displaced. 

The new streamlined electric passenger locomotives, now 
under construction at the Altoona Works of the Pennsyl- 
vania Railroad, will be the most powerful of their type ever 
constructed. Capable of hauling passenger trains at sus- 
tained speeds of 100 miles per hour, it is expected that this 
type of locomotive will combine power, speed and economy 
of operation to a degree never before achieved. 

The Baldwin Locomotive Works has developed an oil- 
fired steam locomotive in which the fire is automatically con- 
trolled by boiler pressure. This locomotive has made an out- 
standing record, and its manufacturers are of the opinion 
that locomotives of this type will gradually come into con- 
siderable use. 

Streamlining has been making the headlines. As to its 
merits, other than from an eye appeal standpoint, there isa 
distinct difference of opinion. 

Baldwin Locomotive Works engineers believe that stream- 
lining is grossly overrated. In their opinion, it is practically 
valueless on the average automobile, and, in the case of most 
locomotive runs, the speeds at which streamlining makes any 
substantial reduction of air resistance are attained so infre- 
quently and for such short distances as to be of little real 
value. On the other hand, if this streamlining weighs from 
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By BERT H. WHITE 


five to 10 tons or more, this added dead weight works against 
the performance of the locomotive at starting, on curves and 
in ascending, to an extent which far offsets the occasional 
limited advantage at high speed. 

The London Transit Board has tabooed streamlining in 
coaches after exhaustive tests. 

At 70 miles an hour, wind resistance accounts for nearly 
one-half of total resistance, and it increases percentagewise 
from there on up. Streamlining decreases wind resistance, 
but it removes flexibility in train lengths. The number of cars 
in a streamlined train cannot be changed readily. Trains 
must be run as standard units. 


PASSENGER COMFORT 


AIR-CONDITIONING has created much consumer inter- 
est. Whether one is traveling through the humid South or 
through a New England blizzard, air-conditioning enables 
the trip to be made free from dust, smoke, heat or cold, 
providing passengers a degree of comfort unknown only a 
few years ago. 

Air-conditioning of trains is not new. As early as 1906, Dr. 
Miller Reese Hutchison, former assistant to Thomas A. 
Edison and one of this country’s outstanding engineers, 
demonstrated an air-conditioning system to railroad officials 
in New York, warning of the necessity of anticipated com- 
petition from automotive transportation on the highways, 
but it was not until 1931 that the Columbian of the B. & O., 
the first completely air-conditioned train, was placed in 
service operating between New York and Washington. At 
the end of 1933, there were 648 air-conditioned cars in opera- 
tion on the railroads of the United States, and at the present 
time, according to the Association of American Railroads, 
there are over 10,000 air-conditioned cars in service. 

The most recent development in the air-conditioning field 
isa propane gas engine, supplying power to a self-contained 
air-conditioning unit mounted underneath the car. Another 
important new contribution to air-conditioning is the per- 
forated metal ceiling through which conditioned air is ad- 
mitted into the car body. The small perforations in the ceil- 
ing sheets provide more even distribution of air, either hot 
or cold, than systems using ducts. 

Distinctly new and greatly improved types of Pullman 
accommodation on trains are now out of the incubator stage. 
They will far surpass anything heretofore offered. 

There is the “‘roomette”’, an innovation from top to bot- 
tom. It has been designed on wholly new principles to afford 
the average traveler the greatest degree of comfort and pri- 
vacy at very moderate expense. There is the new type of 
drawing room, wherein spaciousness is not merely an im- 
pression but a reality. A bed folding into one end wall, and 
tunning lengthwise of the car, replaces the old fixed couch. 
For sleeping purposes, this new room provides two full-sized 
lower beds instead of the lower berth and couch now avail- 
ablein drawing rooms. By day, the wall bed disappears, one 
bed becomes a sofa, leaving ample space for two convertible, 
movable lounge chairs, giving a real living room effect. 

The freight car is the principal revenue producer for the 
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Mr. White’s information regarding progress in the rail- 
road industry is an outgrowth of a service rendered cus- 
tomers by the bank of which he is vice-president, the 
Liberty Bank of Buffalo. This institution’s research ad- 
visory service maintains contact with university, indus- 
trial and trade association laboratories, and customers 
benefit from this information on new industrial and 
scientific developments 


railway. Freight trains now average in excess of 16 miles per 
hour, whereas in 1920 their average speed was under 10 
miles an hour. 

The problem of reducing the dead weight of rolling stock 
in freight service resolves itself in part into determining 
which of more than 10,000 steel alloys developed in recent 
years are most suitable for railroad use. A number of experi- 
mental light weight box cars have been built and one just 
completed is 10 tons lighter than the so-called standard box 
car, permitting a 10-ton per car “bonus load”. It was com- 
pletely welded and, when tested carrying a full load of 
168,000 pounds, it stood up beautifully. 

A new type of freight car truck greatly reduces the dam- 
age to perishable or fragile lading, and another new car is 
being developed to carry either truck bodies or containers. 
Aluminum tank cars have now been approved by the I.C.C 
for the transport of inflammable and dangerous commodi- 
ties. 


SOMETHING NEW IN REFRIGERATION 


REFRIGERATION cars will soon discontinue the use of 
water ice, replacing this with dry ice, greatly lessening the 
damage to bridges, rails, and car trucks through the elimi- 
nation of the constant dripping of brine or water. Refrigera- 
tion cars using dry ice have been run from coast to coast 
without any attention. The top 12 to 18 inches of perishable 
goods are sometimes greatly damaged when water ice is 
used, owing to its lower refrigeration efficiency. A new system 
has been invented whereby dry ice can be more economically 
made from the flue gases of steam plants, and this will make 
dry ice readily available for car refrigeration. 

New cab signals, developed by research, are furnishing an 
important step ahead in railroad signal science. They bring 
the indications of the wayside signals into the locomotive 
cab before the eyes of engineman and fireman so that track 
conditions ahead are known at all times regardless of outside 
visibility. 

More than $2,000,000 have been spent in research on air 
brake equipment. Out of these studies has come an air brake 
requiring only eight seconds from the time the locomotive 
engineer operates his brake valve until the brakes set on the 
last car as much as a mile and a half away, and the time can 
even be shortened in case of emergency. 

These are but a few of the improvements which railroad 
science has developed through research. Railroad men are 
very much alert to their opportunity and to their responsi- 
bility. “Brave money” will help them do the job. Like suc- 
cessful manufacturers, railroad men have begun to realize 
that the product must be constantly improved. More and 
more must be given to maintain the competitive position, 
for the proved way to meet competition has been to grow in 
ability to serve. 
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Out of the Maze of Cost Finding 


N the article, “A Hodge Podge of Cost Analysis,”’ which 
appeared in the March 1938 issue of BANKING, space did 
not permit a discussion of each of the various methods of 

commercial department account analysis used by the 25 
banks in question. Reference is therefore made to that 
article for the statistical data discussed below. 

Six of the 25 banks, or 24 per cent, charge the same price 
for all items deposited. This means that they charge the 
same whether the deposited item is an “out-of-town” item, 
a “local clearing” item or an “on us” item. An additional 
three make the same charge for an out-of-town item as for a 
local clearing item but make no charge for the “on us” 
item deposited. 

The collection of an out-of-town item is more expensive 
than that of a local clearing item and the service performed 
for the depositor is greater. Therefore, when the same charge 
is made for both items it means that those depositors with a 
preponderance of local clearings are being penalized in favor 
of those with a preponderance of out-of-town items. It works 
unfairly between individual depositors, since it makes some 
pay part of the costs of service to others. 

FAIRNESS IS THE ESSENCE 

FAIRNESS to all depositors is very important in any of the 
so-called service charge measures. To succeed, such meas- 
ures must be fair not only as between the bank and the 
depositors as a class, but also as between all depositors indi- 
vidually. This can never be accomplished when items are 
averaged and the average costs of the more and the less ex- 
pensive are grouped together and the result charged to all 
depositors alike. 

In the vast majority of cases the more valuable the serv- 
ice is to the customer, the greater is the cost to the bank of 
rendering that service. This is true as between out-of-town 
and local clearinghouse items deposited. In the case of local 
clearings the depositor could take the checks to the local 
banks and receive currency in exchange. This would not be 
an expensive matter, particularly in smaller communities. 

With the out-of-town items, however, the depositor would 
have to take or send the item to the paying bank. The return 
letter containing currency would have to be registered. In 
either case the cost to the depositor would be considerably 
greater than if he paid the local bank its cost plus a profit. 
Obviously, to charge the same for the two items is wrong, 
both from the cost standpoint and that of service performed. 

One bank in the 25 charges 11% cents plus interest for each 
out-of-town item deposited. This means that it charges in- 
terest on the amount of the item during the time that it is in 
process of collection. To apply this interest charge to de- 
positors who are not drawing against the funds until they 
are collected does not seem fair. It costs no more to include 
an item of $1,000 in the cash letters than it does an item of 
$10. To advance the argument that the bank is transporting 
$1,000 in one case and only $10 in the other, and, therefore, 
is performing ten times as much service on the $1,000-item, 
might have been good in 1838 but it is not good in 1938. 

There are 6 out of the 25 banks which make the same 
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charge for “on us” items deposited that they make fo, 
transit and local clearings. Depositors should be asked ) 
pay for services received, and not merely some cost of th 
bank, real or theoretical. There are always the two figures oj 
cost and selling price in any business. A bank customer 
should pay for banking services and not for banking costs, 
Until banks recognize this there is bound to be more or less 
confusion. 


ONE CASE OF CONFUSION 


THE practice of charging for an “on us” item deposited js 
an excellent example. Granting, for the sake of argument, 
that there is a small cost to receiving an “on us”’ item on a 
deposit ticket, it is still true that in paying a check drawn on 
itself a bank is acting as paying agent of the drawer and not 
as collecting agent for the depositor. The drawer is being 
charged for this service and therefore has the right to ex- 
pect that the instrument will be paid 100 cents on the dollar 
when presented. It makes no difference whether that presen. 
tation is made through in-clearings, at the window or asa 
deposit to the payee’s account. 

When a bank charges for deposited items which are 
drawn on other banks an entirely different condition exists. 
Here the bank is definitely acting as collecting agent for the 
depositor and is not representing the drawer in any way. It 
therefore has the right to charge the depositor for that 
service. 

Some may say that if there is a cost in accepting an “on 
us” item on a deposit ticket, but that cost is not charged to 
the depositor, then such a practice is not consistent with the 
statement made in the March article already referred to 
that “all costs, plus profits, must be recovered through 
sales.” 

The point that this argument ignores is the fact that the 
drawer is paying for the check. And the service for which the 
bank is charging that drawer is not merely allowing him to 
draw checks but paying the checks. The selling prices of 
“checks paid”’, therefore, must include all costs applying to 
the checks “on us”. Very evidently this factor is often 
overlooked by banks when establishing their “paid check” 
charges. From a close examination of the costs of a large 
number of banks of varying sizes it does not seem probable 
that all these costs are adequately covered. Much less is 
there a sufficient margin of profit in 21 out of the 25 banks 
listed in the table of the March article. 


BANKS ARE SOMETHING LIKE DRESS SHOPS 


IN connection with a “sufficient margin of profit” it may 
be noted that there is one practice often followed by banksin 
the analysis of commercial deposit accounts which does not 
seem to be consistent with recognized business methods. 
That is the practice of showing “desired profit” as a sep 
rate item on the customers’ analyses. It may be the height 
of honesty but it does not seem to be very good selling 
psychology. 

Imagine what a hubbub of bargaining a ladies’ dress shop 
would be if the price tags were marked with all the various 
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By E. S. WOOLLEY 


cost items and then a desired profit item were added to the 
total. The same principle is true in selling banking services. 

Four out of the 25 banks give “quantity discounts”. That 
is, they charge less per item as the number of items increases. 
The argument in favor of this, of course, is based on the 
presumption that items at wholesale cost less than at retail. 
This is not true in a bank. Where 1 or 1,000 checks are issued 
against the account they all go through the same procedure. 
They all must be scrutinized for signatures and endorse- 
ments. They all must be filed. They all must be posted. 
Even if this posting is done in lists of 10 or more, the saving 
per item is very little. It is really only the difference between 
vertical and horizontal postings. As a matter of fact it is very 
often true that these large active accounts cost more per 
item to handle than the smaller accounts. This is particu- 
larly true with payroll checks. Such payrolls often cause 


- peak loads that are expensive to handle, yet the costs do not 
lar show up on any analysis of book figures. 
en- Granting that a bank should do all it can to cooperate 
Sa with local factories and business houses, the fact remains 
that paying by check, even at a charge of 5 cents per item, 
are is the cheapest way to distribute a large payroll. It saves 
sts, transporting the currency in bulk and running all the risks 
the which inevitably go with such transportation. It saves the 
lt costs of insurance which would have to be carried and the 
hat time required to sort the currency and place it in envelopes. 
The only “paid check” items that permit a saving in 
‘on costs sufficient to warrant a reduction in selling prices, are 
1 to those that require the bank to assume no responsibility for 
the ]@ endorsements or signatures. At the end of the day the total 
1 to of these items is picked up by a treasurer’s check and is 
ugh posted to the statements and ledgers. An example is “‘cream- 
ery checks’’, where it would be impractical for banks even to 
the [@ know the signatures, since they vary so often. 
= TWO QUESTIONS TO ASK 
3 of § ALL of the 25 banks listed in the March article use average 
ig to balances in order to ascertain the amount of credit due to 
ften the customer. This means that they average the ledger 
ck” 9 balance and float in order to arrive at an average collected 
large  Dalance, or else they give one day’s credit on the totals of 
yable each, less reserves, which is the same thing. If there is any 
ss is J Object at all in analyzing accounts it is to answer the 
anks § questions, “How much did this account earn?” and “ How 
much expense did this account incur?” The answer to the 
first question is the amount which can be invested in the 
} earning assets of the bank. 
may With very few exceptions, so few indeed that they do not 
ksin Warrant consideration here, the least time in which a bank 
snot an invest money and have it repaid is 30 days. It is axio- 
hods. f matic that no two persons can use the same dollar at the 
sepa § Same time. Therefore, if the depositor has withdrawn the 
eight J ‘unds, they are not invested in the earning assets of the 
elling bank, and so are not entitled to any credit for earnings. The 
argument in favor of the use of the averages is that, as one 
; shop account goes down, another goes up, and, furthermore, that 
arious the earning assets do not fluctuate with the deposits. 
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If the argument that increases in some accounts offset 
the decreases in others were really true, it would merely be 
an acknowledgement that some accounts are expected to 
pay part of the costs of others. Actually it is not true. Those 
accounts with fluctuating balances continue to fluctuate, 
and those with more or less constant balances continue to 
remain constant, month after month. Again if the average 
balances are the proper ones to use, why is it necessary to 
analyze the accounts individually at all? Carried to its 
logical conclusion, this reasoning would permit taking the 
total of the balances as a class and prorating the loss among 
all the depositors. 

Manifestly this would be unfair, as there are some ac- 
counts in which the earning balances are sufficient to offset 
their expenses. Yet is it any more unfair than to give two 
accounts the same credit, when the balance in one varies 
from $15,000 down to an overdraft of $50 and in the other 
remains constant at $4,000? This is exactly what happens 
often when average ledger balances and average float are 
used as the determining factors in arriving at earnings. 


WILL-O’-THE-WISP ACCOUNTS 


IT is true that the fluctuations in the deposit accounts are 
reflected in the cash and not in the earning assets. However, 
this is an argument in favor of the use of the minimum col- 
lected balance rather than the average balance for com- 
puting earnings. It definitely shows that it is impossible 
for a bank to invest money that is in today and out tomor- 
row. Naturally, the large accounts with greatly fluctuating 
balances are the ones which would be most affected by a 
change from the average to the minimum collected balance 
method. This, of course, is as it should be, because it is the 
accounts with large fluctuating balances which necessitate 
large cash reserves. Greater cash reserves are required for 
an account which has a balance of $30,000 one day and 
$1,500 the next than for an account which fluctuates be- 
tween $1,800 and $1,500 during the month. 

The item of maintenance varies in the 25 banks from noth- 
ing in 14 to 50 cents per month in 3. There is a cost in all 
banks which applies alike to active and inactive accounts. 
Such costs are a ledger sheet, statement sheet and passbook, 
and a portion of such expenses as salaries for opening and 
balancing accounts, vault space, bookkeeping space, rent, 
light, heat, etc. To overstate these costs, however, is to 
understate item costs. This results in favoring the large 
active accounts at the expense of the small, less active ones. 
Employees are needed in the bank because of activity. If 
all the accounts were inactive neither a large staff nor 
elaborate banking quarters would be necessary. 

In the March article it was stated that the diversification 
in the “other charges” was too great to classify. One bank 
charges depositors 10 cents for each item deposited and sub- 
sequently returned unpaid for any reason. The bank has 
found that this charge has emphasized to such depositors as 
department stores the necessity for discrimination in the 
cashing of checks. 

In fact its purpose should be the first consideration in 
establishing any charge. In the cost analysis of customers’ 
accounts the purpose is equitable payment for services 
performed, equitably distributed among the customers in 
relation to the services they individually receive. Any other 
purpose is foredoomed to failure. 


(Mr. Woo_LEy is a specialist in problems of bank operation 
and management.) 
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Career Bankers 16 to 55 


By F. BRADSHAW MAKIN 


N Britain the great care exercised by bankers in the selec- 
tion and training of personnel has elevated the calling of 
banking to the status of a profession. In the majority of 

towns the local bank officers and managers have a social 
standing much above that of the ordinary office or commer- 
cial man, and rank along with the doctors and lawyers. In 
brief the bank manager is looked upon as a professional man 
of good standing. 

Banking in Britain was originally carried on by a com- 
paratively few members of the wealthy classes, and, prior to 
the advent of joint stock companies with limited liability, 
the banking business was conducted by private partnerships. 
The partners were men brought up in banking families, ab- 
sorbing banking atmosphere and so carrying on a family 
tradition. Though the family tradition has now almost 
passed away, much of the old-time regard and respect for 
the calling still remains. Many middle class parents, in pre- 
war days at all events, were anxious to place a son in the 
employment of a bank, such being considered a safe and 
dignified calling, fairly well remunerated. 

Prior to the war, and even to-day in lesser degree, the 
majority of bank officers are recruited from that section of 
the community referred to as the “middle classes.” At the 
present time, however, it is probably less difficult for a youth 
to obtain a post in a bank, as merit and general education 
carry more weight than does an influential introduction. 
Though a personal introduction is useful, it is not a neces- 
sary condition. 

The British banks prefer to take into their service youths 
from 16 to 17 years of age, possessed of a sound general edu- 
cation up to the standard of university entrance examina- 
tion or matriculation standards. Though this educational 
qualification is desirable, entrance to bank service can be 
obtained by those not so equipped, provided they show signs 
of ability, keenness and sound character, and are capable of 
passing an examination set by the bank authorities. 


SEVERAL THINGS DETERMINE SALARY 


THE youth of 16 years, obtaining bank employment, com- 
mences at a salary of about $250 per annum and obtains 
annual increases of $75. The rate of increase tends to rise 
after 10 years’ service with the result that at 30 years of age 
the salary is in the region of $1,500 to $1,750 per annum. 
The salary quoted can be considered as that which all bank 
officers duly obtain by mere fact of service. Remuneration 
over and above this figure depends on further service and 
ability. A man who shows no particular ability, but is merely 
trustworthy and reliable, will obtain increases in salary 
every two or three years, but his progress and remuneration 
are limited, and the most he can hope to obtain is an annual 
salary of $2,000 to $2,500. On the other hand, the man who 
proves himself a capable bank officer may become an execu- 
tive, chief cashier, accountant, branch manager or inspector, 
and his salary may become anything from $5,000 to $12,500 
yearly. 
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In case these figures give a false impression of prospects, 
let it be said that the average branch manager in Britain 
receives a salary of some $2,500 to $4,000, depending on the 
size of the branch of which he is manager. The number of 
managers receiving $5,000 per annum do not form a large 
percentage of the whole. A bank, like any other commercial 
institution, is always ready to pay exceptional rates of salary 
for exceptional ability, and the days when seniority and 
length of service decided not only salary but position are 
now no more. 

The junior, on entry into the service, is expected to apply 
himself to learning something of the theory and law of 
banking in addition to the practice he obtains during his 
employment, and with this object he is requested to study 
and endeavor to qualify by passing the examinations of the 
Bankers Institute. 

Every encouragement is given to juniors to take a uni- 
versity course in the evenings and graduate as a Bachelor 
of Commerce or Science (Econ.). 

A number of banks make substantial grants towards the 
cost of the fees. Though the bulk of the staff are recruited at 
the age of 16, there are a few who obtain entry as university 
graduates at the age of 21 or thereabouts. 


“LITTLE CAUSE FOR COMPLAINT” 


AS previously stated, an employee is not dismissed unless 
he is guilty of a serious misdemeanor. Secrecy respecting 
banking transactions is demanded and rigorously upheld. It 
is stated that there is an unwarranted interference with the 
private life of the bank officer. On examination this is found 
to be of little moment, the officer being expected to carry 
himself with due dignity, live in a manner fitting his posi- 
tion, and not to engage in any activities which are not 
deemed in keeping with his calling. 

When it is considered that the bank officer has a perma- 
nent position at a better rate of salary than many office 
workers and can retire at 55 years of age on a pension equal 
to two-thirds of his salary, it will be agreed that he has little 
cause for complaint. 

The majority of banks employ a number of females on 
routine bank work, apart from those employed as stenogra- 
phers, secretaries to executives, etc. 

On the average their maximum rate of remuneration 
ranges around $750 to $1,000 per annum, subject to the 
proviso of special pay for special ability. 

The growth of mechanization has enabled the services of 
females to be utilized on routine duties, and so releases men 
for more important positions. One of the main objections to 
the employment of women in the more important posts s 
that there is the ever present chance of the woman resigning 
to get married, with consequent dislocation of work and @ 
reshuffle of positions. 


(Mr. Makin, an Englishman, is a Fellow of the Royal 
Economic Society. He writes from Manchester.) 
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of Revolution 


N the quiet precincts of New York’s Grolier Club, 

whose members’ hobby is rare book collecting, there 
was recently on exhibit a collection of books and papers 
on the various social movements that have taken place 
in the United States. The collection contained hundreds 
of items covering the whole “evolution of revolution”’. 
On this and the two following pages are pictured some of 
the earlier volumes. 


Left, a volume dated 1796 and written by William Godwin. 
Godwin greatly influenced William Thompson, known as the 
founder of scientific socialism, Robert Owen (see the next 
item), the poet Shelley, Edward Lytton Bulwer and many 
others among his contemporaries. Godwin’s opposition to 
revolution caused him to be disdained by later radicals 


Left, frontispiece in a Lon- 
don publication showing the 
ambitious scheme of Robert 
Owen, English humanita- 
rian, for the settlement at 
oi New Harmoney, Indiana. In 
1825 he had bought the land 
and buildings of the Rappite 
religious communistic Soci- 
ety of Harmony, and on 
Net this site he planned to set up 
the buildings shown. They 
were never built and Owen 
lost some £40,000 


COOPERATIVE MAGAZINE 


MONTHLY HERALD. 


YOR JANTARY, 


The Mechanics’ Free Press, below, is the earliest American labor periodical of which a copy exists today. 


The paper was edited by a committee of the Mechanics’ Library Company of Philadelphia 


=~ 


A JOURNAL OF PRACTICAL 


MECHANICS’ FREE PRESS. 


EMTED BY A COMMITTEE OF THE MECHANICS COMPANY OF 


PHILADELPHIA, JUNE 2t, 1925. 


Vou. L—No. 24. 
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Brook Farm, starting as a community of Trans- 

cendentalism in 1841, was converted to Fourier- 

ism in 1844. A prospectus of the new association 

: and a constitution were prepared for the public by 
CONSTITUTION eos Charles A. Dana, George Ripley and Minot Pratt. 
a3 Charles Fourier, on whose theories the movement 

was founded, believed that efficient production 
and distribution of wealth could be achieved only 
* by dignifying labor and making it attractive. 
The society was divided into phalanxes. Fourier’s 

THE BROOK FARM ASSOCIATION, : tenets were imported into America by Albert Bris- 
bane, father of Arthur Brisbane, who revised and 

a condensed the Frenchman’s theories. Charles 

Dana’s autograph appears on the title page, left 


INDUSTRY AND EDUCATION, 
A 


WEST ROXBURY, MASS, 


AN INTRODUCTORY STATEMENT. AMERICAN COMMUNITIES: 


HOONOMY, BOAR, BETHEL, AURORA, AWAXA, 
F THE SHARERBA ONEIDA, WALLINGFURD 


THE BROTHERHOOD OF THK Sew tire 
1. B. BETTS. PRINTER, 
Me. 


1844, 


ALTERED 


Right, a volume published in Oneida, New York, de- 
scribing various communal movements in America. ‘ oe 
The illustration shows the Shaker village of Mount 


Lebanon, N. Y. 


The celebrated Oneida Com- 
munity, founded at Putney, 
Vermont, in 1842 by John 
Humphrey Noyes, moved to 
central New York in 1847. 


It abandoned communism | : IBLE COMMUNISM 


in 1880 and formed a joint 

stock company with a capi- 

tal of $600,000. Shares were ‘ A COMPILATION PROM THE 

distributed to all members Z 

of the community on the is Ray of ANNUAL REPORTS 

basis of length of residence, oe i 

number of dependent chil- 
dren, etc. 


AND OTHER PUBLICATIONS OF THE 


ONEIDA ASSOCIATION 
AND BRANONES; 


PRESENTING, CONNECTION WITH THEIR A 
view oF THE 


VIEW OF THE ONEIDA COMMUNE. 


ad 


PRINTED AND PUBLISHED AT THE OFFICE OF THE CIRCULAR. 
BROOKLYN, N. 


1853. 
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CONSTITUTION 


or tar 


IGARIAN COMMUNITY, 


ADOPTED PN ASL 
ON THE OF ARY 


* NANIMOTSLY On THE 
4 OF MAT 


d 


VAVT 


MANIFESTO 


OF THE 


COMMUNISTS. 


PUBLISHED BY THE 


INTERNATIONAL WOR KINGMENS ASSOCIATION. 


PRICE FIVE CENTS. 


SECOND EDITION. 


NEW YORK. 


ScMMARR& FRANTZ. 133 3rd Bt. 
1883. 


THE 


GREAT WEST. 


NEW SOCIAL AND INDUSTRIAL LIFI 
IN ITS FERTILE REGIONS. 


BY V. CONSIDERANT. 


ARCHITECTURE ; 


THE PHALANSTERY. 


BY ¥. CONSIDERANT. 


GUARANTISM. 


BY CHARLES FOURIER. 


NEW YORK: ° 
DEWITT & DAVENPORT: POWLERS & WELLS. 
Iss. 


Top of page, at left, a book published in 1854. The Icarians were 
members of a movement which was started in France and based on 
the novel Voyage en Icarie, published at Paris in 1848. A band of 
Icarian pioneers came to Texas to found a communistic colony, but, 
failing there, they moved northward in 1849 to Nauvoo, Illinois, 
which, shortly before, had been vacated by the Mormons. The 
Icarian constitution, the volume illustrated, was printed there. The 
colony was finally wrecked by internal dissensions, prompted in part 
by proposals to revise the constitution 


Top of page, at right, a book related to one of the last attempts in 

this country to establish Fourierism. Considerant had founded a 

phalanx in Texas, called La Réunion. It was a failure in spite of all 

its founder’s efforts. The book shown above is, in part, a eulogy of 

the climate, land and inhabitants of the southern state that makes 
it sound like a paradise for communists 


At the left, title page of an early American edition of the Communist 
Manifesto. This document was written by two leaders of the English 
Communist League, the German expatriates Karl Marx and 
Friederich Engles. It was published in most of the languages of 
Europe and became practically the creed of the contemporary 
socialist revolution. The doctrine would have abolished property 
in land, the right of inheritance and child labor in factories, and 
would have brought about the nationalization of credit, communi- 
cation and transportation by the central government, and extension 
of productive enterprises by the state 
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How To Fool a Depression 


ITH cowboys, cowgirls, longhorns and a band, Oklahoma trucks carrying stoves of the latest design. An old horse and 
City recently staged an “old stove round-up.” A few truck buggy and a prairie schooner lent contrast to the new kitchen 
loads of these kitchen relics appeared in the parade, followed by equipment. Below are some sideline pictures of the parade. 
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not lacking that banking, like 
‘ big iness, is taking off its frock 
coat and »!ug hat in favor of more com- 
fortable 2: d homely accoutrements. Bank- 
ers are varently discovering, a little 


late in the day perhaps, that there is far 
more to ‘'e business of running a bank 
than keeping books, and hiding behind 
frosted ponels waiting for business to 
come in. -\ggressive sales promotion and 
public relations programs designed to gain 
the friendship and goodwill of Mr. and 
Mrs. John Doe have now the blessing and 
often the enthusiastic support of all pro- 
gressive bank management. 

In pursuing this enlightened policy 
bankers both in Canada and the United 
States are displaying considerable initia- 
tive in their publication advertising. In the 
main, bank advertising today cannot be 
legitimately criticized on the score of 
being stuffy and “‘high hat”’. 

Whether humor is out of place in the 
serious business of finance is a moot 
point. There is no question that banking 
is a dignified profession and that dignity 
is an asset which must not be completely 
lost in any plan of bank advertising. 

There are, however, occasions when 
bankers might be permitted to indulge in 
a little drollery in their advertising. In 
student publications, in programs of 
sporting events, humor which develops 
naturally and which is in keeping with the 
spirit of the publication concerned is not 
out of place. For instance, a serious disser- 
tation on credit on the pages of a program 
for ice hockey enthusiasts becomes incon- 
gruous; by the same token university 
students, inclined to blow the raspberry 
at anything smacking of the pontifical, 
are unlikely to welcome lectures on thrift 
in the pages of their own college paper. 

With these thoughts in mind The Royal 
Bank of Canada has been running in ice 
hockey programs and in sundry college 
and high school papers across Canada a 
series of cartoon advertisements which, in 
addition to being suited to the media, 
carry sugar-coated pearls of wisdom on 
various aspects of banking. 

These advertisements, samples of which 
are here reproduced, all have some- 
thing to say. And, in this instance, the 
bank seems to have solved neatly the prob- 
lem of meeting the public in a playful 
mood without losing dignity. It is no 
simple matter to extract humor from the 
serious business of banking, particularly 
in these days of jittery business and slid- 
ing stock markets. That there is room for 
humor in bank advertising under certain 
conditions is clearly demonstrated by this 
campaign. 

J. C. NELSON 
Advertising Manager, the Royal Bank 
of Canada, Montreal 
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BANKING TERMS ILLUSTRATED 


Humor in Bank Advertising 


“BALANCE 


Lack of “balance” in your bank 
account can be a source of contin- 
ual embarrassment, a handicap in 
business, a fruitful cause of disap- 
pointment whenepportunity knocks. 
A good standing balance on the other 
hand is a thing of beauty and a joy 
forever, a breeder of confidence, a 
bedrock in times of adversity, pro- 
fitable when bargains are 
offered for cash. 


Creatures of Habit 


When you don your socks, button 
your coat, answer the dinner gong 
all of these things you do without 
thinking 


It's the same with saving money 
It's as easy to form the habit of set- 
ting aside at least some of your money, 
Qs it is to spend it all on things of the 
moment 


The Royal Bank of Canada desires 
to help you acquire this useful habit 
It is good mental discipline, and a 
habit that will make life easier for you 
when college doys are over 


Stadents’ Accaunts welcome 


ROYAL BANK 


OF CANADA 
Over 600 Branches in all parts of Canada 


A useful slip of paper, attractively 
engraved and supplied free by your 
bank. With money in the bank and 
your name inscribed at the lower 
right-hand corner it becomes as 
good as cash. Cancelled, it provides 
you with a receipt for an expendi- 
ture made. It saves you the trouble 
of carrying large sums of money in 
your pocket and needless footsteps 
when settling financial obligations. 


MORAL — Keep your bank balance in a 
healthy condition. 


Take a Tip 


from FATHER 


Mark Twain once said: “When | was a boy 
of 14 my father wos so ignorant ! could hardly 
stand to have the old mon around But when 
| got to be 21, | was astonished to know how 
much the old man had learned in 4 yeors.” 


Fathers as a rule have quite a useful fund 
of knowledge and much of the knowledge 
1s foct So next time you are home ask him 
whether he thinks soving money and establish- 
mg your credit with the bank is worth the 
effort 


When, from his own rich experience, he hos 
finshed answering your question, drop in to 
our neorest branch and open a savings account 
It's @ wise move on your port ond one that 
will please your Dod. 


Stadents’ Accounts welcome 
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The Month |” 
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Mississippi's Senator Pat Harrison, Chair. the pro 
man of the Finance Committee, was the Januar 
center of Senate disagreement with the the ne 
White House, and with the House of Repre. $949,6( 
sentatives, over provisions of the $5,000. than c 
000,000 tax bill. While the bill was in cop. $1,163, 
ference, President Roosevelt wrote letters Govert 
to Senator Harrison and Representative ks 
Doughton, Chairman of the House Ways ban 
and Means Committee, urging that the involv 
principles of the undistributed profits tax has be 
and the graduated levy on capital gains be tions é 
retained in the new measure. The Senate bill Navy. 
had gone much farther than that of the calls {c 
House in the direction that business was dollars 
asking. Left, Senator Harrison and reporters fiscal 
sight 2 
Early in the month a group repre- [fF pep 
senting railway management and lion at 
labor took to the White House a | : consid 
plan calling for an outright subsidy amoul 
which would enable the rails to con- i CEL 
tinue the present level of employ- other 
ment and payrolls and avoid bank- Youth 
ruptcies, pending improvement in i Propo 
earnings and debt reductions. Mem- rogr: 
bers of the group in the picture at RF 
the right are, front row, left to right, : i ney 
George Harrison, chairman, Rail- $1,501 
way Labor Executives Association, | 4 ‘ natur 
J. J. Pelley, president, Association of ; \ Su What 
American Railroads, E. J. Manion, | be, ac 
president, Order of Railroad Teleg- 
raphers, D. B. Robertson, president, amou 
Brotherhood of Locomotive Engine- and t 
men and Firemen, who spoke for || ; ' quire 
other rail workers also; back row, | : 
Ernest E. Norris, president, South- 
ern Railway, S. H. Hogan, president 
of the Marine Engineers — ee ahea 
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Below, a cartoon captioned “As a 
Calm Spectator We Are Very Busy” 


U. aU. 

Above, Chairman Marriner S. Eccles of the Federal Reserve Board and 

Senator Alben W. Barkley, majority leader, on their way to a White House 

Conference. The President’s effort to get his latest recovery effort through 

Congress was aided by the Reserve Board’s and Treasury’s agreement to 

desterilize $1,392,065,461 of gold, adding to the nation’s credit structure 
ASSOCIATED NEWSPAPERS (©) THOMAS 
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FEDERAL FINANCING 


Washington, D. C. 

ner in which the fiscal position 
rnment has been reversed in 
r months or so is illustrated in 
the prospects for new bond issues. In the 
January budget statement the deficit for 
the next fiscal year was estimated at 
$949,600,000. That deficit was to be more 
than covered by social security taxes of 
$1,163,000,000, and no new issues of 
Government securities for sale to the 
banks and the public generally would be 
involved in the deficit. Since January there 
has been a notable increase in appropria- 
tions above estimates, especially for the 
Navy. The proposed work relief program 
calls for an additional quarter of a billion 
dollars for the first seven months of the 
fiscal year with more appropriations in 
sight after next February. A public works 
pump priming program calling for a bil- 
lion and a half dollars is being seriously 
considered. Additional rural relief in the 
amount of $150,000,000, an increase in 
C.C.C. allotments of $50,000,000, and an- 
other $50,000,000 to continue National 
Youth Administration activities is planned. 
Proposed economies in the road building 
program have been abandoned. The 
R.F.C. is to make loans to industry up to 
$1,500,000,000 if it is called for, the funds, 
naturally, coming out of the Treasury. 
What the Federal deficit for next year will 
be, accordingly, nobody can tell, but it is 
already evident that new money in an 
amount somewhere between a half billion 
and two billion dollars or more will be re- 
quired in the next fiscal year while in- 
creased expenditures during the rest of 
the current fiscal year are likely to run 
ahead of the Treasury bill financing and 
call for new in the immediate 
future. 
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GEORGE E. ANDERSON 


Right, a chart of the gross public debt, based 
on Treasury data 
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WIDE WORLD 


There has recently been noted in the press a 
significant change in the attitude of stock- 
holders toward their corporations and man- 
agements, evidenced at recent meetings. 
Operations of the S.E.C., congressional 
hearings, public discussions and the wide- 
spread demand for the greatest efficiency in 
corporate management have given the stock- 
holder a knowledge he never had before and 
now seems determined to use. 

Left, stockholders at the recent U. S. Steel 
meeting, when Myron C. Taylor resigned as 
board chairman, to be replaced by Edward 
R. Stettinius, Jr. About 500 stockholders 

attended the meeting 
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A French Bank with 1,400 B 


HE word “‘crisis’’ often appears in connection 

with news from France. These periodic upheavals 
in the Continent’s chief democracy are often char- 
acterized by stringent monetary conditions, as, for 
example, in the most recent crisis. Seemingly, each of 
the numerous political parties has positive ideas as to 
what should be done about the franc, and conse- 
quently the French banking structure bears much of 
the brunt of political uncertainty. 

One institution which has weathered many a crisis 
is the Credit Lyonnais, founded at Lyons in 1863. 
Its head office is still in Lyons, but its ‘central 
office’, where the pictures on these pages were 
made, is in Paris. The bank’s charter will expire 
December 31, 2024, eighty-six years from now. 

The Credit Lyonnais does a general banking busi- 
ness and is one of the two largest banks of deposit in 
France. It operates 1,353 branches in France, 26 in 
North Africa and others in foreign countries. 

At the end of 1937 the bank had assets amount- 
ing to Fr. 12,990,473,000. 


Above, a set of double doors that give access 
to the vaults. They are controlled by a 
time-lock mechanism 


Right, one of the guards making the rounds 
of a subterranean hallway. The bank has an 
elaborate system of alarms and _ other 
apparatus for the detection and prevention 
of both theft and fire ° 
GLOBE PHOTOS 
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Above, the main lobby, with about 900 feet of tellers’ cages 
| 


Above, the 145-yard deep well and water 
supply mechanism of the institution 


Right, the directors’ room, where, over the 
fireplace, is a bust of Henry Germain, 
founder of the Credit Lyonnais 


Left, the bank 

cafeteria, 

where more 

than 1,000 

meals are 

served each 
day 


Right, the 
bank’s terrace 
and roof gar- 
den overlook- 
ing Paris 


Left, the work 
of the bank 
is done by 
the most mod- 
ern of office 
equipment 


Right, the 
bank’s com- 
plete electri- 
cal plant some 
120 feet under- 
ground 
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When All Business Was Small 


The prints on these pages are from a book published on the Continent in 1820, on the eve of the Industrial Revolution. In those quaint 
days only government had become a Big Business. Some of the concerns in this cross-section of industry have, of course, become much 
larger than the vast majority of their competitors. The importance of this majority can easily be gathered from the figures on industrial 
groups, printed below, which are taken from the 1937 Statistical Abstract of the United States, published by the Department of Commerce. 


In 1935 (latest date for which com- 
plete figures are available) there 
were 19,840 establishments engaged 
in printing, publishing and allied 
trades. These firms employed 245,- 
376 people, paid them $361,662,000 
and accounted for $1,891,639,000 
worth of products 


In 1935 there were 1,223 wholesale 

meat packing establishments in this 

country employing about 116,600 

people and paying them $136,- 

468,000. The value of their produce 
was $2,362,369,000 


One of the largest textile firms in the 
United States has assets of about 
$65,000,000. However, 6,384 firms 
are engaged in manufacturing tex- 
tiles and textile mill products. These 
plants paid $834,000,000 in wages to 
1,059,511 employees in 1935, and 
their products were valued at 
$3,332,800,000 
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N April 13 the President signed the 
bill authorizing loans by the R.F.C. 
to small industries, after the House had 
repassed thie Senate bill by unanimous 
consent, thus providing business with an- 
tial $1,500,000,000 of Govern- 


other pot 
ment funds 
When the bill became law Jesse Jones, 
R.F.C. chairman, stated: ‘The security 
put up by borrowers must be reasonable, 


but, naturally, we expect to make loans 
which the banks consider slow, frozen or 
unliquid. In fact, we've already set about 
doing that and we’re now working out a 
formula of cooperation with the banks.”’ 
At the right are Mr. Jones (center) 
with Secretary Ickes (left) and Senator 
McAdoo, at the hearing which preceded 
favorable action on the bill by the Senate. 


There were in 1935 no less than 7,610 firms 
classed as foundries and machine shop indus- 
tries. Their payroll of $368,632,000 was 
distributed among 316,168 employees. 
Their output was valued at $1.438.042.000 


Che most recent figure in the Statistical 
Abstract on the boot and shoe (leather) in- 
dustry is that for 1935, and shows 1,024 
establishments in existence then. They em- 
ployed 202,113, paid them $172,349,000 and 
produced $643,872,000 worth of goods. In 
1936 the output was 415,000,000 pairs. One 
of the largest shoe manufacturers has assets 
of $84,000,000 
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Meetings and Educational Displays 


A ma City 


Above, a session at Indianapolis. Executive Manager Stonier is seated at the table facing the audience 


Left, Dr. Adam 
S. Bennion, who 
spoke at the pub- 
lic meeting which 
4 concluded the 
Oklahoma City 
Conference 


Right, Orval W. 
Adams, Presi- 
dent, American 

\ Bankers Associ- 

ation, speaking 
before one of the . & 


Below, the public meeting in Oklahoma City 
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12 BILLION RECORE 


TEN YEARS AFTER—George L. McCarthy, inventor 
of the Recordak and President of the Recordak Cor- 

SSX poration, whose first perfected machine was placed 
in operation in May, 1928. 
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CANT BE WRONG 


This is the Tenth Anniversary of an Idea which has grown into 


new systems of operation in nearly 2000 banks, and is revolutioniz- 


ing the record-keeping methods of the world. 


PHOTOGRAPH doesn’t make 
mistakes. A photograph can be 
made with the speed of light. 

Starting with these two facts, a 
banker conceived a method of cor- 
recting important deficiencies in the 
methods of his business. 

He understood a check to be a 
receipt for cash paid out on order of 
a depositor. 

He understood that when a bank 
released these receipts, at the end of 
a month, all evidence of the exist- 
ence of the receipt and its authority 
was lost to the bank. 

With of checks 


daily, to him as a banker it was in- 


millions issued 
consistent that armed guards, ar- 
mored trucks, and machine guns 
should attend every transfer of large 
sums—yet the transfer of equal 
sums in check form should be en- 
trusted to the mails, to the hazards 
of fire and other vicissitudes of for- 
tune, or to the whims and vagaries 
of depositors. 

He wanted evidence, other than a 
human and possibly faulty notation, 
that his bank had fulfilled its func- 
tion and discharged its trust, 

Experience had taught him that 
the lack of this evidence was a 
source not only of endless trouble, 


RECORDAh 


but of unproductive high costs. 
Out of this banker’s dissatisfac- 
tion, ten 


Recordak. 


The machine, as it exists today, 


years ago, came the 


photographs 140 checks per minute. 
It records 7,500 checks on a film 100 
feet long by 16 millimeters wide. 
This record can be stored in a space 
4 inches square by 34 inch deep. 

Last year Recordak recorded 
2,265,000,000 documents—about 
80% of them checks. 

In ten years, Recordak has re- 
corded about 12 billion items. 

Recordak has reduced the operat- 
ing costs in the bookkeeping depart- 
ment of banks as much as 45%, and 
in the transit department as much 
as 50%. 

The largest banks in the world use 
the Recordak—and of the 
very small ones. 


many 


More than 2,000 installations are 
now in operation. 

Recordak is not bought—it is 
hired. It pays its way as it goes, 
and more. It protects its employer 
and his employees. To the best of 
our knowledge and belief, no de- 
faleation involving a customer's 
occurred in a 
Recordak-equipped bank. 


account has ever 


Bankers led the way. Govern- 
ments, institutions, and mercantile 
establishments have followed. 

The U. S. census, Recordak- 
recorded, is being stored in a small 
room. 

Social Security records are on 
Recordak Film. 

The British Museum, the New 
York Public Library and many other 
libraries are having recorded hith- 
erto unduplicated manuscripts and 
books in of 
Europe, for the benefit of scholars 
and as a safeguard against impend- 


the great libraries 


ing hazards. 

Department stores and others are 
putting their accounts and inven- 
tories on Recordak Film. It pays. In 
case of fire, it pays tremendously. 

Paper disintegrates. Film is tough. 
Foremost newspapers are entrust- 
ing the day-by-day history told in 
their pages to the Recordak. Master 
negatives of these pages are stored 
in air-conditioned, fireproof vaults. 


* * * * 


Ten years—and 12 billion records 
can’t be wrong... Recordak Cor- 
poration, Subsidiary of 
Kodak Company, 350 
Ave., New York, N. Y. 


Eastman 
Madison 


Photosraphie 
Accounting Systems 
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How you con give your client 
THE LUXURY OF AUTOMATIC HEAT 
WITH THE ECONOMY OF ANTHRACITE 


AUTOMATIC HEAT with Anthracite stoker- 
fired hot water boiler. Year ‘round hot 
water supply. Filtered, humidified air 
is circulated in winter, fresh air in sum- 
mer. Automatic temperature control. 


Albany, N. Y. Modern Home. Architect: Alexander Selkirk—Builder: Harry C. Witte 
Heating Contractor: Brodbeck Bros.—Owner: Wm. McEwan and Son. 


BASEMENT PLAN includes dust-proof 


hie: HE institution that loans the money to finance building should be most 
Ashes are automatically removed to air concerned in the future cost of upkeep. Low maintenance costs for the 


tight bin for once-a-season removal. 
Recreation room is panelled in natural 
finish Georgia cypress, with colored, That is why banking institutions are taking such an increasing interest 
rubberized tile floor. 


owner insure his ability to meet his future obligations. 


in the new developments in Anthracite Heating Equipment. 


. . 
ee | With Anthracite heat the owner can now get whatever automatic con- 
<< q veniences he prefers without the use of expensive fuels. 


The modern home illustrated is an interesting example. It is not neces- 


sary for the owner to go near the basement all winter long—yet economical 
Anthracite is the only fuel he uses. 

This modern home incorporates every heating convenience. Any home with 
this modern Anthracite equipment can enjoy low fuel cost—odorless, silent, 


eae” ia —_ safe heat and air conditioning—plus the healthful, even heat that only 
ANTHRACITE KITCHEN RANGE, insu- 

lated to prevent excessive heat in the 
room, requires only 8 lbs. of Anthra- Write for booklet, “Automatic Anthracite Equipment”. 
cite for a day’s cooking. 


Anthracite can provide. 


ANTHRACITE INDUSTRIES, Inc., Chrysler Building, New York 


Cennaylvania 
ANTHRACITE 


COAL This Seal of Approval appears 


on Anthracite Equipment only 
after it has passed the most 
rigid tests in the heating field. 


FIREPLACE in living room provides circu- 
lation of heated air, from a clean, long- 
burning, glowing Anthracite fire. 
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Ten ex-presidents attended the Spring Meeting of the Executive 
Council at Edgewater Park, Mississippi. Above, front row, left to 
right: Oscar Wells, W. W. Head, L. E. Pierson, R. S. Hawes, 
T. R. Preston. Rear row, left to right: R. V. Fleming, H. J. Haas, 
F. M. Law, T. K. Smith. At the right: President Orval Adams and 
Ex-President R. S. Hecht with a key of welcome 


Association Group Meets With 


Federal Savings and Loan Men 


P. R. Williams Tells 


Of Conference 


Activities of the American 
Bankers Association in con- 
nection with Federal Savings 
and Loan Association competi- 
tion were reported to the Spring 
Meeting of the Executive Coun- 
cil by P. R. Williams, Vice- 
president of the Savings Divi- 
sion and Vice-president, Bank 
of America, N. T. & S. A. 

Mr. Williams recalled that 
President Smith last year had 
asked the Savings Division to 
look into the competition, par- 
ticularly in advertising and 
publicity, and that a survey 
had been made. One result was 
the publication by the investi- 
gating committee of the recent 
booklet, The Bank Customer 
Inquires, containing informa- 
tion about the associations 
which bank employees can 
passon when questioned. Thou- 
sands of these pamphlets have 
been distributed. 

Not long ago, Mr. Williams 


May 1938 


| said, 


the Savings Division 
officers arranged for a confer- 
ence with the Federal Home 
Loan Bank Board at which the 
advertising of some Federal 
associations was discussed. As 
a result a second conference 
was held at Washington, at- 
tended by representatives of 
the United States Building and 
Loan League, the Federal 
Home Loan Bank Board, Fed- 
eral Reserve Board, the F.D.L.C., 
the Comptroller’s office, the 


American Bankers Association | 


and the National Association 
of Mutual Savings Banks. 

At this meeting, Governor 
Preston Delano of the bank 
board agreed to send every 
Federal savings and loan asso- 
ciation clarifying instructions 
about advertising. A committee 
was appointed to evolve a plan 
for correcting undesirable prac- 
tices, and this group suggested 
that the various associations in 
the savings field be requested 
to adopt a plan whereby a joint 
advisory committee on com- 


Successful Executive Council 


Safe Deposit Meeting 
May 12 to 14 
The 1938 convention of 
the National Safe Deposit 
Association is being held 
May 12 to 14 at the Belle- 


vue-Stratford Hotel, Phila- 
delphia. An interesting pro- 
gram of meetings and enter- 
tainment has been arranged 
by the Pennsylvania state 
association, which is the 
convention host. 


petitive savings problems would 
be formed in each state. These 
committees would consider com- 
plaints received from a member 
of one group regarding activi- 
ties of another group. 

Such a committee, it was 
pointed out by Mr. Williams, 
would have no authority of 
law, but would be advisory. 

But the thought at the Wash- 
ington meeting was, he said, 
that by this procedure a large 
percentage of the complaints 
could be attended to. Represen- 
tatives of all the groups present 
believed such a plan would be 
worth trying. 


Meeting Is Held At Edgewater 


| Meeting Reviews The 
Work of Association 


Subdivisions 


The activities of the com- 
mittees, commissions and divi- 
sions of the American Bankers 
Association were reviewed at 
the Spring Meeting of the Ex- 


E | ecutive Council, held April 10- 
at the 
| Hotel, near Biloxi, Miss. 


Edgewater Gulf 


Three sessions of the Council 
took place under the chairman- 
ship of Orval W. Adams, Asso- 
ciation President. At these 
meetings the Association’s gov- 
erning body of 113 members 
considered the reports and rec- 
ommendations of the various 
groups, including: the Bank 
Management Commission, In- 
surance Committee, Member- 
ship Committee, State Legis- 
lation Committee, State Legis- 
lative Council, Administrative 
Committee, Commerce and 
Marine Commission, Economic 
Policy Commission, Finance 
Committee, Public Education 
Commission; Federal Legisla- 
tive Council, Public Relations 
Council, Research Council, and 
the executive committees of 
the Savings Division, State 
Bank Division, Trust Division, 
Agricultural Commission, and 
National Bank Division. 

Each of these groups, to- 
gether with the Board of Con- 
trol of the State Secretaries 
Section, met individually prior 
to the first session of the Coun- 
cil. The Spring Meeting closed 
with a dinner April 13. 


W. A. Irwin to Speak 

William A. Irwin, Assistant 
Educational Director of the 
American Institute of Banking, 
is scheduled to speak at the 
joint convention of the Mis- 
sissippi and Louisiana Bankers 
Associations to be held in New 
Orleans on May 11. The subject 
of Mr. Irwin’s talk is, ‘‘The 
Economics of the Agricultural 
Situation”. 
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Class of 1937 
Holds Reunion 


100 Attend Dinner 
In New York 


The 1937 class of The Gradu- 
ate School of Banking held its 
first reunion at the Manhattan 
Club in New York on April 2, 
with an attendance of approxi- 
mately 100. Louis C. Holl, 
second vice-president of the 
Chase National Bank, was 
chairman of the reunion com- 
mittee. 

Members of the School Fac- 
ulty met the same day in New 
York to work on arrangements 
for the coming resident session, 
and later attended the dinner. 

The reunion was featured by 
a conference on banking prob- 
lems, dividing into sections on 
commercial banking, invest- 
ments and trusts. Bankers from 
several states attended. 

Members of Mr. Holl’s com- 
mittee were: Alan Warner, 
assistant vice-president, Manu- 
facturers Trust Company, New 
York; G. Dewey Hynes, as- 
sistant cashier, First Nationa! 
Bank & Trust Company, Mont- 
clair, N. J.; E. P. Neilan, Fed- 
eral Reserve Bank of Phila- 
delphia; William C. Fenniman, 
assistant trust officer, Phoenix 
State Bank & Trust Company, 
Hartford, Conn.; John F. Man- 
nion, assistant cashier, Conti- 
nental Illinois National Bank 
and Trust Company, Chicago; 
and Ralph L. Thomas, assist- 
ant cashier, First National 
Bank, Pittsburgh. 

Speakers at the banquet in- 
cluded Dr. Harold Stonier, 
Director of the School, and 
Richard W. Hill, Registrar. 
The class president is David C. 
Barry, vice-president, Lincoln 
Alliance Bank & Trust Com- 
pany, Rochester, N. Y. 


Adams and Stonier On 
California Programs 


tive Manager of the American 
Bankers Association, is sched- 
uled to address the annual 
banquet of the Los Angeles 
Chapter, A.I.B., on May 23. 
Two days later, Dr. Stonier 
and Orval W. Adams, Presi- 
dent of the Association, will 
speak at the convention of the 
California Bankers Association 
at Del Monte. 


50 


| lumber jack, 
Dr. Harold Stonier, Execu- | : 


At Executive Council Meeting 


} 


Seated at the platform table are, left to right, Treasurer M. H. Malott, Second Vice-president Robert 


M. Hanes, President Orval W. Adams and Executive Manager Harold Stonier 


Powers Describes Something 
Different In Public Meetings 


Minnesota Banker 
On Customer 
Relations 


Frank P. Powers, president 
of the Kanabec State Bank, 
Mora, Minnesota, and _ vice- 
president, Minnesota Bankers 
Association, has described in 
the following letter a public 
and customer relations pro- 
gram instituted by his bank: 


To the Editor: 

I was so greatly impressed with 
the splendid depositors’ forum, 
which I attended in Oklahoma 
City on March 25, that I am writ- 
ing you at this time to congratulate 
the officers of the A. B. A., and in 
particular President Adams, for 
doing such a splendid job in the 
matter of public relations. 

I thought, perhaps, you might 
be interested in having me advise 
you of the splendid results our in- 
stitution has obtained by doing 
something quite similar. 

We are located in the so-called 
“cut-over” territory where 50 
years ago stood one of the finest 
stands of pine timber in the world. 
Upon the disappearance of the 
the farmers who 
attempted to open farms suffered 
unusual hardships because of the 
tremendous amount of work it re- 
quired to remove stumps and the 
smaller timber. 

The countryside is now dotted 
with a large number of splendid 
farm homes and the principal farm 
income is from dairying; conse- 
quently, there are many creameries 
and cheese factories located at 
strategic points for the manufac- 


| ture of dairy products. 


A few years ago we conceived the 
idea of inviting the operators, 
officers and directors, together with 
their wives, of all the creameries 
and cheese factories doing business 
with us to attend a banquet and 
program, which we arranged. We 
sent out special invitations and 
were agreeably surprised to have a 
splendid response, the gathering 
totaling approximately 75. While 
the dinner was being served, we 
put on a musical program and 
afterwards we had several other 
entertainment numbers. 

I had invited the president and 
secretary of the Minnesota Bank- 
ers Association and they gave two 
splendid talks, explaining particu- 
larly the need for a better under- 
standing between members of the 
banking profession and their cus- 
tomers. Upon the conclusion of the 
talks a round-table discussion was 
held and we were particularly 
pleased to have many of our 
guests, including prominent farm- 
ers and creamery men, state how 
well pleased they were to have an 
opportunity to discuss common 
problems with the officials of our 
state association. 

The affair was so successful that 
we have made it an annual event 
and now invite the officials of all 
the dairy products factories in the 
territory regardless of whether they 
are customers or not. 

We have had no difficulty secur- 
ing prominent speakers, usually 
from the Twin Cities, and the 
reaction from a public relations 
standpoint has been most gratify- 
ing. 

Our institution has 60 stock- 
holders, and because of the success 
we had with our creamery friends 
we also arranged for an annual 
party of this nature for the stock- 


holders and their wives, which is 
conducted in the same manner. 
One of the meetings is held in June 
and the other is usually held in 
November or December of each 
year. Incidentally, one of the 
local church ladies’ aid societies 
prepares and serves the banquet, 
which makes it possible for us to 
cultivate some additional public 
relations of great value. 

I am sure the depositors’ forums 
being sponsored by President 
Adams are going to produce exactly 
the same results and I sincerely 
trust the entire banking fraternity 
will encourage and promote this 
program wholeheartedly. 

FRANK P. Powers 
President 

Kanabec State Bank 
Mora, Minnesota 


Savings Course Open 
At Graduate School 


The course in savings bank- 
ing, which is being added this 
year to the curriculum of The 
Graduate School of Banking, 
has already attracted a sub- 
stantial enrollment and is ap- 
parently to be a popular sub- 
ject. It joins commercial bank- 
ing, investments and trusts as 
a “major.” 

Registration for the fourth 
resident session of the School 
indicates a capacity student 
body of more than 600 bank 
officers for the two weeks’ pe- 
riod of study on the Rutgers 
University campus beginning 
June 20. The School is con- 
ducted by the American Bank- 
ers Association. 

The Class of 1938, which 
will be graduated at the con- 
clusion of the coming session, 
is the second to complete the 
advanced course of study. 
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In Agriculture 

e 

: Varied Programs In 

0 4 Important States 

ic 

. Recent conferences on ban ker 

t farmer activities have been 

y held in Tennessee, Wyoming, 

y Nebraska and South Dakota. 

y They are summarized below: 

s TENNESSEE. Three meetings 
were held, one at Knoxville for 
eastern Tennessee, one at Mur- 

k freesboro for central Tennessee, 
and one at Jackson for western 
Tennessee. The total attend- 
ance was 241, or an average of 

. 80 per meeting. 

! The program sponsored by 
the agricultural committee of 

- the Tennessee Bankers Associa- 

s tion includes 4-H Club activi- 

e ties, soil conservation, live- 

by stock development and a ma- 

)- jor emphasis upon farm and 

- home accounts, including budg- 

- ets and credit statements. 

c- In the round table discus- 

1S sions several bankers, farmers 
and agricultural extension work- 

h ers spoke of how much such 

al meetings contribute to better 

it understanding and to better 

k team work. A leading business 

man remarked that “it will be 

rs a great day when the farmer 
ig knows his banker and realizes 

i- that the latter wants him to 

x call at the bank and talk over 

his problems.” 

1- 

n, _Wyomine. At a business ses- 
€ sion of the agricultural com- 


mittee for planning the year’s 
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An Oklahoma banker, a 4-H Club boy and the county agent inspect- 
ing a purchase of Hampshire hogs to be used for improving the hog 
industry of Muskogee County 


| program, the attendance was 


12. 

The conference felt that the 
most appropriate projects to 
push in Wyoming were 4-H 
Club work, a soil building pro- 
gram, seed improvement and 
increased feeding of livestock. 
To facilitate the carrying out of 
this program, it was agreed to 
arrange for district meetings 
between county key bankers 
(representing the agricultural 
committee) and the county 


36th Annual A.I.B. 
Convention 
Place: Louisville, Ky. 
Time: June 6-10. 
Headquarters: Brown Hotel. 


Featureevents: National Pub- 
lic Speaking Contest for the 
A. P. Giannini Educational 
Endowment Prizes; Na- 
tional Convention Debate: 
Institute conferences and 
departmental conferences; 
caucuses and election. 


Special events: Sightseeing 
trips to Churchill Downs, 
the Fort Knox gold vaults, 
Mammoth Cave, Lincoln 
Memorial at Hodgenville; 
tours of industrial plants; 
the Convention ball. 


Topic for Public Speaking 
Contest: ““A Program for 
the Improvement of a Bank’s 
Relationship to the Public.” 


Topic for Convention Debate: 
“Resolved, That the United 
States should adopt and pre- 
serve a policy of isolation in 
international affairs.” 


While the regional conference 
was meeting in Oklahoma City 


the 4-H Clubs and the Future | 


Farmers of America held their 


annual livestock show there. In | 


the picture above, the man in the 

10-gallon hat is W. Frank Haven, 

vice-president, Liberty National 

Bank, Oklahoma City, and chair- 

man of the committee that put 
on the show 


agents. It was also proposed 
that a representative of the ex- 
tension service be asked to 
appear on the state convention 
program to discuss agricultural 
problems of Wyoming. 


NEBRASKA. Following a busi- 
ness and planning session the 
Nebraska conference consisted 
of a joint session with the 


Aurora Rotary Club at the home | 


i he chairman. Two farm- | . : 
city of the c ~ | monds, and Secretary Richard 


ers were invited for each mem- 
ber of the Rotary Club. The 
total attendance was 115. 


For agricultural activities, | 


the Nebraska bankers are 
stressing 4-H Club activities 
and farm accounts, including 


| the preparation of credit state- | 


ments. 


SoutH Dakota. In connec- 
tion with a business meeting at 
Huron of the agricultural com- 
mittee, a program for a larger 
group was prepared, to which 
were invited farmers, county 
agents and merchants. The 
attendance was 51. 

In order to meet varying 
conditions in the state the 
number of projects sponsored 
is unusually large and includes 
4-H Club work, farm account- 
ing with financial statements, 


| soil conservation, drought re- 
sistant feed crops, animal dis- | 


ease control, weed control and 
the use of improved sires. It is 


| expected that the county key 
| banker and the county agent 


will select and, if desirable, 
modify the project or projects 


| best suited to their respective 
| 
| communities. 


3,000 Bankers 


At Conferences 
Regional Meetings 

Cover Many 
Problems 


Attendance at the three re- 


| gional conferences sponsored 
| this year by the American 


Bankers Association was nearly 
3,000 persons. In addition to 
this number there were approx- 
imately 5,500 at the public 
meetings. 

At Des Moines, Indianapolis 


| and Oklahoma City commit- 


tees of local bankers contrib- 


| uted generously of their time 


and efforts to make the pro- 
grams successful, and the work 
they did was in no small meas- 
ure responsible for the results. 

General officers of the Asso- 
ciation attending one or more 
of the conferences included 
President Orval W. Adams, 
First Vice-president Philip A. 
Benson, Second Vice-president 
Robert M. Hanes, Treasurer 
M. H. Malott, Executive Man- 
ager Harold Stonier, General 
Counsel D. J. Needham, Senior 
Deputy Manager F. W. Sim- 


W. Hill. Mr. Adams presided 
at each of the public meetings, 
while the speakers—Dr. Adam 
S. Bennion at Des Moines and 
Oklahoma City and Merle 
Thorpe at Indianapolis—were 
introduced by Dr. Stonier. 
The scope of the conferences 
was broad, covering many 


| phases of banking. 


Robert M. Hanes, Second Vice- 
president, A.B.A., took a promi- 
nent part in the Oklahoma City 


| Conference. Below he is shown 


(center) with Hugh L. Harrell 
(left), vice-president, First Na- 
tional Bank and Trust Company, 
Oklahoma City, and E. A. 
Wayne, Chief Bank Examiner, 
State of South Carolina, in- 


specting the oil fields 


| 
| 
| 
| 
| 
| 
| 
| 
| | 
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| 
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| 
G 51 


SOME PRACTICAL IDEAS 


Present and former depositors are 
offered this service without charge. 


Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


Employment Service 


HOEVER coined the phrase “hu- 

manics of banking” caught the 
tempo of a new principle in customer 
relations. In line with this new view- 
point on service, the Citizens & South- 
ern Bank and Trust Company of 
Philadelphia recently organized an 
employment agency under state laws to 
help relieve unemployment among de- 
positors. The bank is using its contacts 
with friendly business houses in the 
community to place competent appli- 
cants, and it finds willing cooperation. 


Fireside Capital 


A REMARKABLE PUBLIC RESPONSE to 
the new loan program of the Federal 
Housing Administration has been noted 
on the West Coast. Banks in the area 
have a selling technique which, doubt- 
lessly, is responsible for the record ap- 
plications of the past few months. The 
Security-First National Bank of Los 
Angeles, for example, backs up an ex- 
tensive newspaper campaign with a 
30-page booklet that treats of home 
building in two major aspects; design 
and construction, and the financial 
safeguarding of the building project. 
Most of the 28 points discussed are il- 


lustrated. Prospective builders are jg. 
terested in such facts and it is no small 
task to present them as concretely 
this booklet does. 

Another example is offered by 
Citizens National Trust & Sayj 


Bank of Los Angeles. This bank issuesa 


series of three leaflets charting facts on 
F.H.A. loans. The first leaflet charts the 
monthly cost of building with a 15, 29 
and 25 year loan in amounts which 
range from $3,000 to $6,000, Figures 
are based on the new housing aet 
amendments as passed by Congress in 
February pertaining to the 90 per cent 
insured mortgage plan. A gross charge 
table and a discount table for 5 per cent 
discount loans under Title 1 is extended 
from 12 to 60 months in the second 
(CONTINUED ON PAGE 54) 


American Bankers Association 


CONVENTIONS 


17-26 


June 6-10 


June 20- 
July 2 


Nov. 14-17 


American Institute of Banking, Brown Hotel, Louis- 
ville, Kentucky 

The Graduate School of Banking conducted by the 
American Bankers Association at Rutgers Univer- 
sity, New Brunswick, New Jersey 

Annual Convention, Rice Hotel, Houston, Texas 


State Associations 


Oklahoma, Tulsa 

Tennessee, Andrew Johnson Hotel, Knoxville 
Missouri, Elms Hotel, Excelsior Springs 

Louisiana and Mississippi (Joint Convention), Jung 
Hotel, New Orleans, Louisiana 

Alabama, Battle House, Mobile 

Kansas, Hutchinson 

New Jersey, Ambassador Hotel, Atlantic City 
Texas, Texas Hotel, Fort Worth 

Pennsylvania, Bellevue-Stratford Hotel, Philadel- 
phia 

New Hampshire, Hotel Carpenter, Manchester 
Illinois, Abraham Lincoln Hotel, Springfield 
Indiana, French Lick Springs Hotel, French Lick 
Springs 

California, Hotel Del Monte, Del Monte 

Arkansas, Arlington Hotel, Hot Springs 

Ohio, Dayton 

South Carolina, Ocean Forest Hotel, Myrtle Beach 
Maryland, Cruise to Bermuda 


South Dakota, Marvin Hughitt Hotel, Huron 
New Mexico, El Rancho Hotel, Gallup 

Utah, Salt Lake City 

Idaho 

Iowa, Hotel Fort Des Moines, Des Moines 
Connecticut, Brooklawn Country Club, Bridgeport 
Wisconsin, Hotel Pfister, Milwaukee 

Washington, Seattle 

District of Columbia, The Homestead, Hot Springs, 
Virginia 

Massachusetts, Swampscott 

North Dakota, Valley City 

Vermont, Woodstock 

Oregon, Hotel Benton, Corvallis 

Rhode Island, Providence 

Montana, Helena 

Virginia, The Homestead, Hot Springs 

Colorado, Broadmoor Hotel, Colorado Springs 
Maine, Poland Springs House, Poland 


June 
June 
June 
June 
June 


22-24 
23-25 
23-25 
24-25 
June 24-25 
June 25-27 
Sept. 8 

Sept. 14-15 


May 
May 


May 
May 
May 
May 
May 


May 
May 
June 12-16 


June 30- 
July 1 


July 5-29 


July 11-15 
Aug. 8-12 
Aug. 22- 
Sept. 2 
Aug. 24-27 
Oct. 31- 
Nov. 3 
Nov. 14-16 


Nov. 14-17 


North Carolina, Cruise to Nassau and Havana 
Michigan, Grand Rapids 

Minnesota, Nicollet Hotel, Minneapolis 

West Virginia, White Sulphur Springs 

Maine 

Wyoming, Jackson 

New York, Saranac Inn, Saranac 

Delaware, Rehoboth 

Kentucky, Lafayette Hotel, Lexington 


Other Organizations 


U. S. Chamber of Commerce, Washington, D. C. 
National Association of Mutual Savings Banks, 
Waldorf-Astoria Hotel, New York City 

Annual Convention Lithographers National Associa- 
tion Inc., The Homestead, Hot Springs, Virginia 
American Industrial Bankers Association, Roosevelt 
Hotel, New Orleans, Louisiana 

National Safe Deposit Convention, Bellevue-Strat- 
ford Hotel, Philadelphia, Pennsylvania 
Mid-Continent Conference of Bank Auditors and 
Comptrollers, Detroit, Michigan 

Spring Meeting of Board of Governors, Investment 
Bankers Association, White Sulphur Springs, West 
Virginia 

New Jersey Savings Banks Association, Montclair 
Golf Club, Montclair, New Jersey 

Arkansas Bankers Association, Annual Conference 
of Junior Section, Little Rock 

Advertising Federation of America, Hotel Statler, 
Detroit, Michigan 

University of Chicago Conference on Business Edu- 
cation, School of Business, The University of Chi- 
cago, Chicago, Illinois 

Fourth Annual Research Conference, Cowles Com- 
mission for Research in Economics, Colorado 
Springs, Colorado 

Second North Carolina Bankers Conference, Univer- 
sity of North Carolina, Chapel Hill 

Arkansas Bankers Seminar, University of Arkansas, 
Fayetteville 

Pacific Northwest Banking School, The University 
of Washington, Seattle, Washington 

Virginia Bankers’ Conference, University of Vir- 
ginia, University, Virginia 

Financial Advertisers Association, Texas Hotel, 
Fort Worth, Texas 

National Association of Bank Auditors and Comp- 
trollers, Houston, Texas 

Association of Bank Women, Houston, Texas 
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out Cuatome's Sig natute on you 


bank check makes it a live, negotiable piece of paper of 
definite value. If it is an ARROWHEAD SAFETY check 


it will return to you in the same virgin state in which it left, 


an honorable, faithful representative of your bank’s credit. 
Arrowhead Safety is a smooth, lintless check paper, tough 
and permanent in character. Its modern ‘‘safety pattern’ surface 


design readily conforms to the newest styles of bank checks. 


Gilbert Paper Company, Menasha, Wisconsin /'5 5?) 


Manufacturers of Fine Writing and Ledger Papers for 50 Years XJ MM 
w 


+f > 


IDEAS — Continued 


folder. Figures show the net proceeds 
and monthly payment required on 
amounts ranging from $1 to $1,000. 
The third leaflet gives a charted ex- 
planation of the amount one may bor- 
row under the F.H.A. plan, the period 
and the rate. The bank also issues an 
attractive 20-page booklet describing 
the successive steps in obtaining an 
F.H.A. loan. 


**Sell the Sizzle’’ 


THE FIRST OF FIVE BASIC PRINCIPLES 


Make 


Safer 


receivables as he dares. 


Commercial Loans 


The average customer who wants a commercial loan, 
makes as optimistic a statement about the state of his 


for successful selling laid down by Elmer 
Wheeler, sales psychologist, is “sell the 
sizzle”. The “sizzle” is the big selling 
point of any product or service, al- 
though in itself it may be a small thing. 
Diners-out don’t buy cows or slabs of 
meat; it’s the sizzling that starts off the 
sale. Every product has its sizzles—the 
things which create interest, desire and 
sales. A good example of the sizzle in 
bank merchandizing is the current pay- 
as-you-go checking account campaign 
of the Seattle Trust and Savings Bank, 
Seattle, Washington. Checks are not 
just ordinary checks; ads appealing to 
women feature “convenience checks.” 


Bonded Debt Analysis 


To FAMILIARIZE INVESTORS yp 
DEALERS with the debt structure of 
Chicago, the Northern Trust Company 
issues a set of tabulations of the matur- 
ity schedules and optional dates of 
bonds of the six political subdivisions of 
the area. Tabulations include the City 
of Chicago, Board of Education, Chi- 
cago Park District, Cook County, 
Forest Preserve District and the Sani- 
tary District. One of the interesting 
features of this piece is the make-up, 
Charts are printed on varied lengths of 
paper which when folded and bound 
become self-indexed. An attractively 
designed cover is cut short in the front 
so as not to overlap the visual indexing. 


Real Estate Loans 


AN UNUSUAL real estate advertise- 
ment that uses a city residential street 
plan as its background: 


You necessarily ask searching questions, check and 
pass judgment on accounts past due, accounts doubtful, 
accounts virtually worthless. 


But you need not question the value of a customer’s 
receivables if the accounts are covered by credit insur- 
ance. You know that the borrower is protected against 
potential credit losses — that his policy protects the 
bank, too. 


Many large banks include this question in their 
financial statement blanks: ‘“‘Do you carry Credit 
Insurance?’’ Obviously they favor this form of protection. 


Customers usually recognize the fairness of the 
banker’s attitude toward Credit Insurance—they even 
anticipate it when they insure their accounts. Thus a 
Boston policyholder (name on request) writes: “‘ Your 
chief value to us is that we can show our bank that, 
aside from our 10-day business, all our accounts are 
insured and therefore at least 90% as good as cash.” 


Encourage Credit Insurance. With the restricted volume 
of business bringing increased hazards, Credit Insurance 
is more than ever necessary. 


American Credit Indemnity Co. 


OF NEW YORK Jj. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


~ 


Big Business Boost 


ANOTHER AD SERIES telling the inside 
workings of big business is released by 
the Citizens & Southern National Bank 
of Atlanta, Georgia. The series inter- 
prets present-day thinking, which is too 
often faulty and critical, and sets it 
aright. Copy is simple and explanatory. 
Ads answer questions which draw 4 
reference down to the individual and 
how he is affected by business. The 
central theme, “What Helps Business 
Helps You. What Hurts Business 
Hurts You”, is cut into a photo mon- 
tage of industrial pictures which serves 

(CONTINUED ON PAGE 56) 
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Traditionally 


A BANKERS’ BANK 


The Chase National Bank is traditionally a 
bankers’ bank. The development of correspon- 
dent banking relations has always been one of 
its guiding policies and for many years it has 


served thousands of the country’s leading banks. 


Officers of the Chase will be pleased to answer 
inquiries relative to services available to corre- 
spondent banks and will welcome opportunities 
to exchange information and opinions on 


matters of interest to bankers. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 


May 1938 
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THE PROTECT 


AY ENVELOPE 


\ 


\\ 


A constructive step toward 


BETTER EMPLOYEE RELATIONS 


A’ A banker you are directly or indirectly interested in the man- 
agement and operation of many businesses. During the past few 
years you have seen human relations problems assume steadily in- 
creasing importance in the management picture. You know, too, that 
better conditions and greater financial security for employees is a 
goal toward which business and industry have been striving for many 
years, and that many thousands of employers have already gone far 
along this road with the aid of group insurance plans. 

You will be particularly interested therefore in the Connecticut 
General's new coordination of group insurance benefits to provide 
CONTINUITY OF INCOME in event of death, disability or old age. 
This practical plan to meet present day needs is outlined in our recently 
published book ... “The Protected Pay Envelope”... written 
from the business man's viewpoint and discussing 
group insurance in relation to current management 
problems. We shall be glad to send you one or 
more copies upon request. 

If you operate a personal loan department, we 


shall be glad to send you also our booklet “‘Creating 
New Business Through Insured Personal Loans.” 


Connecticut General 


LIFE INSURANCE COMPANY 
Hartford, Conn. 


Life, accident, sickness insurance, annuities and all group lines. 


IDEAS — Continued 


as a frame for the main text. Carried 
across the bottom of each ad is the sen- 
tence, “ When Sound Prosperity Comes 
Business Will Bring It.” 


Modernization Idea 


ONE OF THE CLEAREST WAYS to visual- 
ize checking points for modernization 
loans is suggested by a recent adver. 
tisement from the Howard National 
Bank and Trust Company of Burling. 
ton, Vermont. The ad illustrates a 
longitudinal section of a house with a 
list of 40 checking points starred and 
keyed to their proper location. En- 
largements of a chart like this are useful 
in discussing loans at the bank. 


Estate Memorandum 


THE PREPARATION OF A WILL is much 
simplified by approaching it in a practi- 
cal way upon first consideration. The 
Memorandum of Estate Analysis issued 
by the Fort Worth National Bank of 
Fort Worth, Texas, provides a set of 
simple forms stapled in blue document 
paper for recording facts and figures 
essential to the preparation of a will. 
This memorandum is presented with the 
compliments of the trust department to 
interested prospects. It is divided into 
four sections: provisions for benefi- 
ciaries, present property and income, 
estimated shrinkage caused by death, 
and recapitulation. 


Another Winner 


NOT SO LONG AGO advertising critics 
hurled none too flattering comment at 
the financial advertising technique. 
Now the tables seem to be turning. In 
recent competitions financial advertis- 
ing walked away with the ribbons when 
stacked side by side with the best in the 
commercial field. Reports of Cuba’s 
recent contest of national advertisers 
states the first prize was awarded to the 
Havana Branch of the First National 
Bank of Boston. Scoring points were 
given for the bank’s style of tracing its 
connection over many years, even prior 
to the opening of the branch, with the 
progress made in Cuba among its fore- 
most industries. 


Employee Forums 


Tue Dime Cvus, organized to pro- 
mote good fellowship and educational 
activities among the personnel of the 
Dime Savings Bank of Brooklyn, il- 
lustrates what such clubs can do under 
good guidance. Each month the club 

(CONTINUED ON PAGE 59) 
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A TOWER OF STRENGTH 


Export and Import Credits 


| 
S 
r 
e 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 


FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST. 
Member of the Federal Deposit Insurance Corporation 
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It takes a fortune 


intere: 
annou 


BUT COSTS ONLY A FRACTION OF A CENT sak 


to imprint this name! 


ORE money than many men save in good workman for an hour’s labor. 
M a lifetime!... machinery that leaves Service so quick, so reliable, so reason- 
a layman bewildered...skill that comes able... is typical of the multitude of print- 
with years of experience...routines that _ ing, lithographing and engraving orders 
would impress a top-sergeant...All these that members of this Institute turn out for 
swing into swift action for you when you American bankers every day. This is why 
order a customer’s name imprinted on a __ these Bank Stationers are at the top of 
supply of checks. And your cost per their profession. This is why you depend 
thousand is less than you would pay a _—_— upon them. 


THIS ADVERTISEMENT IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE OF, 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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[DEAS — Continued Time Saver Depositor’s Digest 


ublishes a resume of news in a six-page THe NATIONAL COMMERCIAL BANK In BANK oF America’s studies of 
Cast called Dime’s Chimes. Business AND Trust Company (Albany, N.Y.) press relations, close reading of the 
meetings, educational forums, sports has found a successful way of inducing great variety of business and banking 
dsocial activities are covered by their depositors to list transit numbers of publications revealed so much helpful 
a tive editors. One of the many checks on deposit slips. A folder, used comment by leaders in all lines of activ- 
sides items in the current issue recently as a statement enclosure, ex- ity, much of which is necessarily over- 
announces the formation of a public plains that the service charge is based looked by busy bank executives, that 
speaking group. on the service time” used by each ac- the bank’s promotion department de- 
count in the various departments of the cided to select material to be boiled 
Anniversary bank and points out that checking tran- down into a mimeographed bulletin. 
Tue East River Savincs Bank of sit numbers is a delaying item. It also Result—Keeping Posted, a weekly bul- 
New York City schedules its 90th explains that failure to list transit num- letin. First issue was a scant score 
anniversary over a five-week period, bers delays crediting the deposit to the copies. Now every departmental head of 
spanning the dates of the granting of its account. branches and related companies gets 
charter and the opening of its first office. 
The celebration was opened at a lunch- ; 
eon given by the president at the | 
main office for all employees of 30 years 
or more of service. In addition to dis- | 
tributing a brochure, The First 90 | 
Years, during the celebration, all five 
ofices will exhibit mementos of the 
bank and items commemorative of the | 
1840’s in New York. 


Typography 

THE COMPOSITOR’S ART is the lan- 
guage of lead. The tone of type creates | ° ° 
the advertisement, and it is good busi- | To Gain Increased Efficiency 
ness to choose size and style which best 


fit the desired expression. What’s more, Add to Your Experience Our 
good typography conserves space and | 


saves money. It can give “umph” to | 74 Y 
small ads. Master of modern type art is | cars 


the Bank of California of Los Angeles. | 
Stars, wavy rules and unusual layouts | 


give sparkle and color to the smallest | Nearly three quarters of a century of 

ads. The typical example below is re- | continued service to correspondent 

banks is evidence of First National 


understanding of the requirements of 


H | \ } Seasoned judgment, world-wide con- 

. tacts, and an organization rendering 
Ask for the pamphlet explaining prompt, reliable service are among 
perional loons at any of the 54 the advantages that recommend this 


convenient neighborhood offices of b 
ank’s facilities to banks in every 
CALIFORHIA BANK | 


section of the country. 


MEMBER FEDERAL DEPOSIT INSURANCE CORP 


Trust Ads 
A COLLECTION of 30 miscellaneous The First National Bank 


trust department advertisements is ° 
published in booklet form by the Fidel- of Chicago 
ity Trust Company of Pittsburgh | 

(Pennsylvania) as an example of the 
value of good typography in displaying 
copy in small space. The collection rep- 
resents the best of tested ads used by MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
the bank. A copy may be obtained by 
Writing the bank. 


May 1938 


one. There has been a large number of 
requests from industrial and business 
houses for a regular place on the mailing 
list, but the bank has decided to confine 
circulation to its own interests. 

Now the bank is experimenting with 
an extension of the same idea into the 
field of public relations. This is in the 
form of a four-page folder designed as 
a statement enclosure, called Depositor’s 
Digest. First page quotes a variety of 
current comments. The inside double 
spread, called “Press Book’’, is sub- 
captioned “clippings from California 
newspapers showing activities of your 


“A LOCAL HABITAT 


bank”’. Requisitions from branches call 
for no less than 350,000 monthly. 


Trusteeship Explained 


THE AMERICAN SECURITY AND TRUST 
Company (Washington, D.C.) issues a 
20-page booklet, The Trust Company in 
Operation, which text explains point by 
point each factor of management. It is 
published in order to stress the view- 
point of the company—that a fiduciary 
should strive primarily for conservation 
of assets, a reasonable and consistent 
income—and to show how the organiza- 


ION AND A NAME" 


tion works in attaining these ends, 4 
center page spread contains a graphic 
picture of the operation and manage. 
ment of the trust department from the 
board of directors, through investment 
procedure to the special subdivisions of 
service. 


Radio Series 


History Was Made Where You Live's 
the title of a new idea in radio mer. 
chandising broadcast Monday evenings 
at 7:45 over WGY by the Troy Savings 
Bank (Troy, N.Y.). Each 15-minute 
broadcast dramatizes historical ing. 
dents of selected communities en route 
to the Canadian border. A commen. 
tator, fading music, dialogue, sound 


| effects, all add to the forceful presenta. 


tion. Often little known facts are 
uncovered. Each broadcast is printed 
for distribution, and requests for copies 


are running higher each week. 


Life Insurance 
WITHOUT ACTUALLY designating the 


_ particular week for the effort as hereto- 
| fore, banks this Spring are going to tie 


in some of their advertising with life 


| insurance. Below, a typical example 


Betty Wilson and Bill Simmonds 


are Getting Married Today 


You may not know Betty Wilson and Bill Simmonds, 
but they are big names in their home city! And they 
are only two of the hosts of local names that appear 
in every issue of the local daily paper. 
Families all over town will be eagerly looking for 
these names; their own names—the names of cousins, 
. uncles and aunts—the names of friends and acquaint- 


ances. 


The more local names, the more local news. And 
local news is the most appealing news in all the world. 


Which means that Localnews holds first place in the 
reader interest of all people! 


“The more names, the more news” 


LOCALN EWS) WY 


CIRCULATION OVER 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 


20,000,000 DAILY. 


national Advertisers through recognized advertising agencies. 


from among last year’s banking-insur- 
ance advertisements. 


Are You Aware 


OF THE ADVANTAGES 


of Life Insurance 


IN THE PLANNING OF YOUR ESTATE? 


Life insurance enjoys certain privileges under present 
inheritance tax laws which may be important factors 
in the planning of your estate. For example 


1. Life insurance up to 4 principal sum of $40,000 wex- 
cempt under Federa! Estate Tax laws. This is in addition 
to the regular $40,000 exemption on a general estate 
2. Life insurance om any amount is entirely exempt from 
taxation under Mamachusetts Inheritance Tax laws 


3 Life insurance made payable to a trust will provide 
immediate cash to pay the expenses of settling your es- 
tae, making ot unnecemary to sell desirable assets 


Because of our broad experience in the use Of life insurance in es 
tate planning we should be glad to discuss with you and your life 
underwriter its possibilities in your own case. You will find an 
officer of Old Colony available for such a consultation without 


charge or obligation. 


OLD COLONY 


TRUST COMPANY 


+7 COURT STREET, BOSTON 


Member of Federal 


Allied with Tus Fiast Natritonat Bawk or Bostor 


Bank Sells Banks 


AFTER MANY YEARS of institutional 
advertising and of selling the intar- 
gibles of service, one might think thata 
bank’s retail selling technique would 
rust. But not so. It proved too good'i 
the case of the Lincoln Savings Bank of 


| Brooklyn, New York. Deciding to ut 


(CONTINUED ON PAGE 62) 
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CHECKS 
AND UNIT 
CHECK REGISTERS 


FANFOLD 


SPEEDS ond SIMPLIFIES 
the WRITING of 


COLLECTION 


COLLECTION these BANK FORMS 


@ The new Burroughs Electric Fan- 
fold Machine provides the speed 
and simplicity that you have 
long wanted in handling multiple 
copy forms. So simple and 
automatic is its action that the 
operator can maintain increased 
production with actually Jess 
physical effort. Among other bank forms 
® To the banker concerned about which can be handled faster 
simplifying routine and lower- 
ing costs, this new Burroughs . and easier on the Burroughs 
will be of special interest. Fanfold are : 
®Carriage opening and closing Advice of Credit 
and carbon shifting are entirely 
automatic; carriage return and @ Ask to see a demonstration on. Advice of Fate 
capital shift are electric; every your own work. Call the . . 
carriage movement is controlled Burroughs office near you today. Advice of Security Transactions 
from the keyboard. No obligation. Purchase Ordets 


Payroll Deductions for Savings. 
Trust Department Tickets 


Bu rroughs 


FACTORIES AT Detroit and Plymouth, Mich.; Windsor, Canada; Nottingham, Eng 
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IDEAS — Continued 


load a supply of statuette home savings 
banks, in the form of a bust of Lincoln, 
the bank ran ads offering the gadgets 
at 55 cents each, 98 cents a pair. More 
than half the stock was sold in the first 
week. Two men worked two full days 
on the packing and shipping. Now the 
campaign is dropped. A small display 
card appears in the bank’s window 
again attracting the occasional passer- 
by. It’s safer, says the bank. 


Artist’s Exhibit 


MORE THAN A TOUCH of Spring color 
was added to the banking room of the 


Huntington National Bank of Colum- 
bus, Ohio, recently. The bank displayed 
the sixth annual exhibit of works of 
Columbus artists. Such projects, 
whether they be art, industrial products 
or the fruits of the good earth, do some- 
thing to further community interest. 
While they may not net a customer, 
good will is often more important. 


Of Charlie McCarthy 


THe New York Law Journat has 
carried several articles recently de- 
scribing the Charlie McCarthy trust 
fund. Now the William Feature Maga- 
zine, syndicated for banks by Mac 
Millen, Sinclair, Inc., of New York City 


Where 


correspondent bank relationships 


go beyond 


routine performance 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 


picks up the thread of the story, Chap. 
lie, by his radio performances and ap. 
pearance in toy shops has made a for. 
tune for Edgar Bergen. But “Bergen” 
as Charlie calls him, looks to the future 
when Charlie must pass to other hands, 
So the will provides: 

First, $10,000 to be set up in a trust. 
Whatever portion of income is neces. 
sary is to be used to keep Charlie jn 
good repair. 

Second, the remainder of the income. 
not used for the physical needs of 
Charlie, is to be paid to a ventriloquist 
selected by the trustee, who is to give 
performances at crippled children’s 
hospitals. On all such occasions Charlie 
McCarthy is to be the silent partner of 
the ventriloquist. 

This is no sentimental debt to Char- 
lie, but a forethought to give laughter 
and happiness to thousands of crippled 
children by means of a trust. 


Photo Contest 


The LINCOLN-ALLIANCE 


announces 


An EXHIBIT 


of the Products of the 
Eastman Kodak Company 


\ 


and 
An Amateur 


SNAPSHOT 
CONTEST 


URING the month of February there will be om 
daplay the Main Office Labiby of the 
and Trost 


LINCOLN-ALLIANCE 
BANK AND TRUST COMPANY 


RECENTLY the Lincoln-Alliance Bank 
and Trust Company of Rochester, New 
York, ventured an experiment in good 
will in sponsoring an amateur snapshot 
contest in connection with an exhibit of 


Eastman Kodak Company products. 


Prizes were awarded each week in 
four classifications, and various outside 
companies offered special prizes. Thou- 
sands of prints were received during the 
month and the bank lobby took on the 
appearance of a photographic salon. 

The bank reports that not only were 
customers pleased with the unusual 
display but they seemed to take an In- 
terest and pride in the crowds that 
collected in the lobby to look over the 
prize winning prints. 
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METHODS and OPERATIONS 


A clearinghouse of practical 
ideas submitted by readers of 
this magazine 


Organization Requirements 


A BANK must be so organized as to 
function properly, with adequate ex- 
ecutive supervision over each depart- 
ment; and where size permits, it is ad- 
visable that control be so fortified 
through departmentalization that, for 
example, a collection department will 
not handle proceeds of items collected. 
So far as possible it is desirable that 
verification be automatically estab- 
lished through departmentalization. 

Organization outlines, with indicated 
allocation of major functions and the 
authority and responsibility of all 
officers, should be developed by admin- 
istrative direction. 

Where the size of the bank warrants, 
administration will set up committees 
which meet daily, weekly, or monthly, 
on such matters as credits, investment 
portfolio, general banking operations, 
business development, foreign relation- 
ships, trust transactions, and personnel. 

The senior official executive com- 
mittee may well require participation in 
its meetings of the economic advisor 
and the comptroller, as well as repre- 
sentation from credit, investment, and 
operations. 

It is the job of senior management 
clearly to define the scope of each func- 
tionary and to insist upon adequate 
cooperation between heads of the vari- 
ous functions so as to avoid conflict.—A. 


Continuous or Spot Audit? 


By continuous audit is meant here 
those audit operations that are done 
more or less daily, or directly after the 
financial operation is performed. Spot 
audit or examination is periodic, more 
or less cross-sectional determination of 
accuracy, such, for example, as verifi- 
cation of the accuracy as of any one day 
of the assets and liabilities. 

Some activities involve so much of 
value and such volume as to warrant 
continuous audit. Examples of these are 
the purchase and sale of investment 
securities of the institution, the pur- 
chase and sale of securities for account 
of its customers, the movements in and 
out of vault of securities held in custody 
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or safekeeping, disbursement of the 
bank’s funds for expenses of all kinds, 
the incoming and outgoing movement 
of securities and other items of value by 
registered insured mail, the movements 
of all securities in fiduciary relation- 
ships, the maintenance of the accuracy 
of reserve depository records, and the 
verification of loan and investment 
income. Such items usually warrant 
prompt and continuous audit. 

On the other hand, spot or periodic 


audit or examination is essential on 
such things as cash in vault, securities 
held for account of customers, the in- 
vestment portfolio and loans and dis- 
counts. If the bank is not too large or 
if it is a branch, all of these items may 
be covered as of one date, preferably 
once each year. 

Spot and continuous audit should 
supplement each other with balanced 
protection for all assets and liabilities, 
earnings and expenses. The character of 


$200,000,000 


Personal Loan balances outstanding among 


commercial banks at end of 1937 


ACCORDING to recent reports, the volume of personal loan busi- 


ness of commercial banks tripled between the beginning of 1935 


and the end of 1936. Estimates place the volume now outstand- 


ing at approximately $200,000,000. 


Personal loan business is good business. It is even better busi- 


ness when such loans are insured against the death of borrowers, 


without cost to the bank—as in the case of Old Republic’s 


siinple, practical plan. 


Old Republic is a pioneer in adapting credit life insurance to 


the needs of commercial banks with personal loan departments. 


Under its plan, the bank, the borrower’s family, and the co- 


maker or endorser are all protected 100% on the unpaid balance 


due in case of the death of the borrower. 


The plan works almost automatically, It costs the hundreds 


of banks that are using it nothing to install, nothing to operate. 


And it has proved itself not only a good-will builder but a valu- 


able means of attracting desirable new bus‘ness. 


Complete particulars of Old Republic's plan will 


be gladly sent to any bank upon request. 


Old Republic 


Credit Life Insurance Company 


309 West Jackson Boulevard - (/icago 
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a bank’s business will change and vol- 
umes fluctuate—business which was 
once important as time passes may be- 
come less so; and extensions of field may 
bring in other business which must be 
constantly considered from an audit 
standpoint. Naturally the program 
must be somewhat flexible and must 
be changing to meet all safety require- 
ments, and yet be designed so as not to 
interrupt or slow up the operations. 

Some items of value or their records 
may be, in view of the system, so auto- 
matically protected by division of func- 
tion as to make audit unnecessary. 


Directors’ Reports 


a a bank with a large variety of 
transactions and ordinarily a good 
volume in each bracket, there is likely 
to be considerable expense in preparing, 
for directors’ periodic meetings, data 
which is deemed necessary for their 
consideration. Every bank must watch 
this matter closely lest it report, for the 
directors’ surveillance, substantially ev- 
ery transaction that occurs. This may 
defeat the very purpose of the directors’ 
report, because banking law probably 
never intended directors to pass upon 


everything occurring within a bank. 


The 
New York Trust 
Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposst Insurance Cor poration 


IOO BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, March 31, 1938 


ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 
94,733,411.95 

Exchanges, Collections and 
Other Cash Items 

United States Government 
Securities . . 116,324,025.11 

Reconstruction Finance 
Corporation Notes 

Other Bonds and Securities 

Loans, Discounts and 
Bankers’ Acceptances 

Interest Receivable, Ac- 
counts Receivable and 
Other Assets . 

Real Estate Bonds and 

Customers’ Liability for 
Acceptances and Letters 
of Credit 

Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement. 

Equities in Real Estate. 

Banking Premises—Equity 
and Leasehold 


32,480,044.62 


2,500,000.00 
9,910,164.58 


110,266, 361.32 


2,071,129.81 


4,814,681 .84 
7, 365,884.68 


7,529,584.99 
898,112.30 


2,566,374.47 
$391,459,775.67 


LIABILITIES 


Deposits . $311,523,502.26 


Outstanding 
and Cer- 
tified 
Checks 15,306,879.57 326,830,381.83 

Dividend Payable April 1, 


625,000.00 


Accounts Payable and Other 
Liabilities . 3,273,952.98 
Acceptances and Letters of 
Credit . 7,595,737.44 
Acceptances, etc., Sold with 
Our Endorsement 7,529,584.99 


Reserve for Contingencies 5,292,328.74 
Capital 12,500,000.00 
Surplus 


Undivided 
Profits 


25,000,000.00 


2,812,789.69 40,312,789.69 


United States Government obligations and other securities carried at $11,997,604.60 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


ALFRED A. COOK 
Cook, Nathan, Lehman & Greenman 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fay Co. 


Trustees 


FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 
New York 


B. BREWSTER JENNINGS 
Socony-V acuum Oil Co., Inc. 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 
HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 
LOUIS STEWART, SR. 
New York 
VANDERBILT WEBB 
Curtis, Belknap Webb 


After all, the officers of the bank are the 
agents of its directors and it is pre- 
sumed that in connection with their 
authority they will conduct the bank's 
operations in accordance with lay. 
Nevertheless, there are responsibilities 
of information and decision on the part 
of directors which must be followed, 
As a general rule directors should 
pass upon all loans and discounts made. 
renewals and increases. They should also 
be apprised of all purchases and sales of 
investment securities. They should be 
informed of the condition of the bank, 
its earnings and expenses, any security 
profits and losses and any commitments 
/made. They should a'so be informed of 
|accounts opened and closed, with rea- 
sons for closing. The bank should set a 
convenient closing date for the peiiod 
to be reported, preparatory to the 
compilation of the report covering trans- 
actions and comparatives since the last 
|meeting, and an effort should be made 
to strip it of all non-essentia!s so that 
the information is concisely, clearly 
and accurately presented. Directors 
should of course be apprised of all losses 
| incurred. 
| Every communication from a govern- 
/ment supervisory authority regarding 
| the condition of the bank should be 
‘submitted to the board for their in- 
formation, decision and even action in 
connection with any situation which 
requires it. —§. 


Control Mechanisms 


IR any bank there are or should be 
various methods of safeguarding items 
| of value, such as cash and securities and 
| the records pertaining to them. Effec- 
tive control mechanisms and methods 
commonly used are described in the 
following paragraphs. 

With regard particularly to negotia- 
ble items of value, unless volume is so 
| small as to make the expense out of pro- 
| portion to the protection required, it is 
good practice to segregate responsible 
individuals by means of locked cages 
or separately assigned spaces so as to 
insure that the items for which any one 
person is responsible cannot be tam- 
pered with by anyone else. 

In transportation by messenger 0! 
items of value, they should be given 
into the custody of two, three or more 
men, depending upon their value. 

In the transfer of valuables, insistence 
upon proper official or other recognized 
authentication of transfer, delivery oF 
disposition, such authentication based 
on authorized instructions, is most Im- 
portant. 


| 
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An obvious, though sometimes neg- 
lected, principle of control in connection 
with the transfer of items of value is to 
insure that an itemized receipt is re- 
ceived by the party delivering from the 
party receiving such items. 

With regard to records of cash and of 
negotiable items of value, it is of course 
necessary that there be controlling as 
well as auxiliary records, and that there 
be spot examinations made from time to 
time by other than those handling the 
items to insure that they and their 
records are in order. 


Another common control principle is | 


that items of negotiable value shall not, 
any more than possible, be handled by 


those who keep the control records. It is | 


a principle that cannot always be ad- 
hered to, but where it is departed from, 
danger is more likely to follow. 

Where independent, skeletonized rec- 
ords can be maintained in control of ne- 
gotiable items, the bank has a mecha- 
nism of control that is better than a 
controlling record that has its origin 
with the person who handles the items 
themselves. Where they cannot be eco- 
nomically maintained it is well that sur- 


veillance or supervision of the handling | 
of the actual items be thorough and | 


continuous. 
Asa final principle it is always wise to 
make a controlling record of any items 


of value as soon as possible upon receipt. | 
In other words, the more promptly jour- | 


nalization and control of an item of 
value is made, the less likely will be its 
misdirection. 


Sell Drafts 


os Government competes with banks | 
ina number of ways. One of the more | 
direct competitive fields is money orders. 


Recently a woman brought $1,500 
worth of money orders into the bank, 
which she had received from her sister 
in a distant town. The money orders 
(15 were required) cost $3.30, while one 


draft for this amount would have cost | 


$1.50. The sender may have been rich as 
Midas but she would probably have 
been willing to save that $1.80. Perhaps 
she didn’t know how. Her local banker 


had undoubtedly advertised the advan- | 
tages of drafts over money orders, as | 


what banker hasn’t. But many bank 
advertisements are so stereotyped that 
the layman gets no farther than the 
irst paragraph. The way to gain money 
order business is by actual contact. We 
must mention the advantages to our 
customers, following the chain store 
tactics that require clerks to call atten- 
tion to special items. 
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There is another practice that pre- 
vents a possible increase in draft reve- 
nue of at least 25 per cent. In the “ good 
old days” many banks charged ex- 
change on drafts but not on cashier’s 
checks. Why there was this difference I 
do not know, since both are used to 
transfer funds. But that was the case 
and in a lesser measure it carries over 
today. Many banks have a code that 
suggests the same rate of exchange on 
drafts, cashier’s checks and certified 
checks, yet even these banks sometimes 


circumvent their own rules by issuing 
free cashier’s checks. If a customer 
writes and requests that the balance in 
his account be mailed to him, in a large 
number of cases a cashier’s check is 
issued. The proper thing would be to 
issue a draft, minus exchange and post- 
age. Any banker that will go over the 
cashier’s checks issued during the past 
few months will see many potential 
drafts that have gone astray as cashier’s 
checks. 
W. 


Nowhere 


in the world do 


people get so much for their 


telephone money as in 


America. No other people 


get so much service and such 


good service at such low cost. 


BELL TELEPHONE SYSTEM 
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aad the search for improved accounting 
methods which will insure adequate 
control, quick availability of informa- 
tion without laborious hand-compil- 
ing, absolute accuracy and economy, 
banks and trust companies are becom- 
ing increasingly interested in a develop- 
ment known as “punch card” or “elec- 
tric accounting”’, used in business and 
industry for many years. 

In the case of large trust companies, 
extremely large amounts must be ac- 


Reducing Routine to Minutes 


counted for with absolute accuracy. 
Numerous regular and special reports 
are required currently for customers, 
for operating departments and for 
management. Also a peculiar need ex- 
ists for analyzing individual entries an- 
nually or over longer or shorter periods. 

The descriptions of accounts and 
securities are used repeatedly. Under 
the punch card plan, they are recorded 
on cards only once and thereafter are 
automatically associated with the ap- 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


Accurate as the compounding of a 


prescription...... FULTON 
CORRESPONDENT 


SERVICE 


FULTON NATIONAL 


(Bank 


| come tax information is made available 


By I. I. SPERLING 


propriate entries and are printed on 
reports without further manual effort. 
Wherever descriptions appear they are 
complete and uniform, transfer of 
descriptive information being auto. 
matic. 

While this machinery has been used 
largely until now by trust departments 
its various applications are being made 
to other departments, such as real ¢. 
tate loan, business development, rental, 
banking, expense and so on. 

As executor or administrator, testa. 
mentary trustee, guardian or under 
committeeship appointment, the trust 
company must render its final account- 
ing at the time it is discharged or inter. 
mediate accountings from time to time 
to the courts from which its authority 
is received. In any of these capacities 
and also in the case of voluntary or liy- 
ing trust, the bank usually has respon- 
sibility as to investments and as to the 
collection and disbursement of income. 
When the bank acts as custodian or 
depository, all changes of the property 
held are made on the direction or in- 
structions of the owner. However, the 
bank usually attends to the collection 
of income and disburses it according to 
instructions. In agency accounts, al- 
though the bank acts under the direc- 
tion of another fiduciary, it may be re- 
quired to see that the instrument under 
which the fiduciary is acting is complied 
with and in addition it is responsible for 
the collection of income on the securities 
held. In escrow accounts, no general 
statement applies, but generally the 
bank accepts whatever property may be 

turned over to it by the parties involved, 
sets the information up on its records, 
and may or may not be responsible for 
the collection of income. In custody, 
agency and escrow accounts the bank 
may assume some degree of responsi 
bility as to servicing the securities held, 
by which is meant matters such as ad- 
vising the client of called bonds or 
stocks, maturities, exchanges, proxies, 
etc. In all of these, income tax returns 
are usually prepared and filed or it 


to others who will make the actual 
returns. 

In the aggregate, the banker's t 
sponsibilities and powers are numerous 
and varied and in all of these matters 
there is a responsibility to maintain 
accounting records in which all of the 
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information required is fully recorded 
and from which it can be conveniently 
and quickly transcribed. 

One bank in the South, the Wacho- 


via Bank and Trust Company of Wins- | 


ton-Salem, N. C., which has gone in 


extensively for machine equipment, 


including such things as proof, coin- 
counting and savings-posting machines, 


photographic recording of checks, seal- | 


ing and mail-stamping machines, has 
this to say in its house organ: 


“Great strides have been made in operat- 


ing methods and machinery. The days of the 


high stool and pen posting are gone. In ear- | 
lier times the work of the average bank clerk | 
was characterized by long hours and labori- | 
ous tasks done by hand. Time-honored | 


methods proved inadequate to keep pace 


with increasing volume and the demand for | 


speed, efficiency and accuracy. The tempo of 
modern business has made it necessary for 
banks to gear up their operations to keep 
pace with advancing business standards and 


to increase the usefulness of their services to | 


customers. At the same time the work of the 
bank employee has been made more inter- 
esting and less arduous. 

“Probably the most intricate and at the 


same time the most fascinating mechanical | 
device ever installed in a business institution | 
is the alphabetical accounting and tabulating | 


machine. This machine is a recent improve- 
ment in tabulating devices and is being used 
by some of the larger institutions of the 
country. In recent years the intricacies of 
accounting in trust and general bank work 


have been rapidly increasing. For example, | 


SAVINGS INSURANCE 


Paul R. Taylor is Deputy Su- 
perintendent for Savings Bank 
Life Insurance in New York. 
The state’s new law, effective 
January 1, 1939, authorizes 
savings banks to sell life insur- 
ance to any resident of the 
state or person regularly em- 
ployed in the state up to 
$1,000 worth from any one 
bank and no more than $3,000 
from all banks participating 
in the plan 
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Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE MAIN OFFICE MADISON AVE. OFFICE 
Fifth Ave. at 44th St. 140 Broadway Madison Ave. at 60th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, March 31, 1938 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers .... . $ 471,704,275.44 
Bullion Abroad and in Transit ...... 1,458,549.00 
U. S. Government Obligations ...... 587 ,445,576.66 
51,841,591.07 
Stock of the Federal Reserve Bank ... . 7,800,000.00 


Other Securities .... . 15,838,982.81 
Loans and Bills Purchased ........ 573,471,651.85 
Items in Transit with Foreign Branches . . 2,735,594.34 
Credits Granted on Acceptances ..... 22,295,324.54 
473,714.39 
Real Estate Bonds and Mortgages _ 2,029,517.64 
Accrued Interest and Accounts Receivable 20,935,676.79 


$1,770,408,085.52 


LIABILITIES 
Capital. ....... . $ 90,000,000.00 
Surplus Fund ..... ._ 170,000,000.00 
Undivided Profits. ... . 11,840,362.51 
$ 271,840,362.51 
Dividend Payable April 1, 1938. ...... 2,700,000.00 
Foreign Funds Borrowed ........ . 92,923.00 
Miscellaneous Accounts Payable, Accrued 
Acceptances ...... . $ 40,955,314.87 
Less: Own Acceptances 
Held for Investment . . 18,659,990.33 
22,295,324.54 
Liability as Endorser on Acceptances and 
Agreements to Repurchase Securities Sold 394,243.00 


$1,425,726,746.84 
Outstanding Checks . . 20,703,881.54 


1,446,430,628.38 
$1,770,408,085.52 


Securities carried at $39, 201,446.58 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C, POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 

GEORGE G. ALLEN Director, British- W. A. HARRIMAN of Brown Brothers 
American Tobacco Company, Limited, Harriman & Co. 

and President, Duke Power Company JOHN A. HARTFORD President, The Great 

W. PALEN CONWAY President Atlantic & Pacific Tea Company 
CHARLES P. COOPER Vice-President DAVID F. HOUSTON President, The Mutual 
American Telephone & Telegraph Company Life Insurance Company of New York 
JOHN W. DAVIS of Davis Polk Wardwell CORNELIUS F. KELLEY President, 


HENRY W. de FOREST Gardiner & Reed Anaconda Copper Mining Co. 


FREDERICK P. KEPPEL President, 

ARTHUR C. DORRANCE ——— —— Carnegie Corporation of New York 
EDWARD D. DUFFIELD President, !HOMAS W. LAMONT of J. P. Morgan & Co. 
The Prudential Insurance Company of America CHARLES S. MUNSON President, 
CHARLES E. DUNLAP President, Berwind- Air Reduction Company, Inc. 
White Coal Mining Company WILLIAM C. POTTER Chairman of the Board 


LEWIS GAWTRY President, GEORGE E. ROOSEVELT f R It & So 
The Bank for Savings in the City of New York EUGENE W. STETSON . po nay etna 
ROBERT W. GOELET Real Estate ‘ 


PHILIP G.GOSSLER Chairman of the Board, CORNELIUS VANDERBILT WHITNEY Banker 
Columbia Gas & Electric Corporation GEORGE WHITNEY of J. P. Morgan & Co. 

EUGENE G. GRACE President, L. EDMUND ZACHER President, 
Bethlehem Stee! Corporation The Travelers Insurance Company 


(Member Federal Deposit Insurance Cor poration) 


f 
y 
e. | 
y 
| 4 
he 
mn 
to 
il- 
e- | 
| 
| 
| 67 


in the trust department, the many reports 
to be made, security transactions to be re- 
corded, interest and dividend data, lists of 
holdings to be prepared for review and study, 
all combined to make the job of trust ac- 
counting a complex affair. But machines are 
now lightening the burden and removing 
some of the drudgery. The new tabulating 
process is really a series of machines which 
operate by electricity to produce from punch 
cards both printed word and figures. Cards 
for the system are prepared with the printing 
punch machine, which punches holes in the 
cards somewhat on the order of the auto- 
matic piano roll, these rolls corresponding to 
figures and letters to be reproduced. There is 
a sorting machine which is capable of arrang- 
ing or rearranging cards in any desired se- 
quence at the rate of 12,000 cards per hour. 
The central figure in the system is the print- 


How Safe Driving Brings 


CASH REWARDS 


$11.67 —J. T. Drought, 
attorney, 229 E. Wisconsin 
Ave., Milwaukee, writes: “‘I 
look at an insurance com- 
pany the same as I do a 
bank. I want the best and 
strongest I can find. That’s 
why I insure my Ford sedan 
in Lumbermens. And they 
paid me an $11.67 dividend 
this year, too. The only time 
I had an accident, which I 
never considered my fault, 
they demonstrated a prompt 
and efficient claim service.” 


Lumbermens policyholders are care- 
fully selected, no matter what they’re 
insured for—auto, compensation, 
public liability, boiler explosion or 
other casualty. They’re the ones 
who go along, year after year, with 
less than the average number of ac- 
cidents. Every year since organiza- 


ing-accounting machine, which takes the 
punch cards and produces almost any clas- 
sification of information that has been 
previously punched on the cards. With this 
machine, trust accountants can quickly and 
easily prepare statements of trust accounts, 
lists of securities for customers, income and 
analysis sheets, lists of investments by ac- 
count and by issue, and perform many other 
operations that heretofore had been very 
tedious and time-consuming. The system can 
also be used effectively in lightening the 
work of other departments and is adaptable 
to many and varied tasks.” 


At The Cleveland Trust Company, 
in addition to the application of electric 
accounting to the estates department, 
it is also being used in the analysis and 


| 


tion, Lumbermens has paid policy- 
holders generous dividends made up 
of savings resulting from low losses, 
economical management, and safety 
engineering. Lumbermens plan is 
worth investigating. Call the Lum- 
bermens representative. Or mail the 
coupon. 


LUMBERM™MENS 


Mutual Casualty Company 


Save with Safety in the “‘World’s Greatest Automobile Mutual” 


MUTUAL INSURANCE BUILDING, CHICAGO, U.S.A. 


NOT 
OVER 


30 


Speedometer warning 
symbol of the ““Not-Over- 
50”’ Club, a voluntary 
motorists’ movement to- 


MAIL THIS COUPON TODAY! 


James S. Kemper, President 

LUMBERMENS Mutuat CasuaLty COMPANY 

Mutual Insurance Bldg., Chicago, Illinois 

Gentlemen: Please send FREE booklet, telling how 250,000 

careful drivers have saved money on automobile insurance and send de- 

tails on other forms of Lumbermens casualty insurance 
Send information on the ‘‘Not-Over-50" Club. 


B-13 


ward safer driving. Mem- 
bership is free. Send cou- 
pon for free emblems 


Address.............. 


control of real estate loans for such data 
as class of loans, type of property, loca. 
tion, size of loans, paying record as 
to amortization, interest and taxes 
amount of delinquent interest and taxe 
if any, appraisal ratio, appraisal amount 
and year appraised. From the punched 
cards, lists can be run off for analytica] 
reports showing how many single 
houses there are, how many doubles, 
apartments of all sizes, stores, farms 
and the total investment in each. 


In its business development applica. = 
tion, officers have available the data as 
to loans, balances and the profits on ac. j 
counts in various classifications. A lee 

If a bank officer, for example, plans a four 
business trip to New York, he can have 
in a very few minutes, instead of by outs 
days of tedious manual labor as here- no" 
tofore, a complete list of the accounts 
or prospects he plans to visit, classified of 0 
as to balance, capitalization and type ha’ 
of industry. 

In the rental department’s applica- Pl 
tion of electric accounting, the ma- by 
chines will produce rent-due state 
ments to be sent tenants and will show 5 


current, past-due and total rents in one 
operation. They will post rent received 
on ledger cards, post property ledgers 
from tenants’ cards and prepare state- 
ments to owners of the property. 

At the end of each year an analysis of 
income and expense for income tax 
purposes can be made from the daily 
transaction cards used during the previ- 
ous year. All trial balances and lists for 
any number of analytical or research 
reports can be made from these same 
cards. The number of times any tabu- 
lating card can be used is unlimited, 
depending, of course, on the care with 
which the card is handled. However, 
should it be necessary to replace a 
damaged card, it can be done auto 
matically on a reproducing machine 
which gives an exact reproduction of 
the card damaged. 

The four basic units which comprise 
the “electric accounting machine 
method” are (1) tabulating card, (2) key 
punch, (3) sorting machine, (4) tabulat- 
ing machine. 

A complete set-up for an “electric 
accounting machine method” installa- 
tion in a large bank could include the 
following: (1) the alphabetic duplicat- 
ing printing punch, (2) electric key 
punch, (3) horizontal sorter, (4) alpha- 
betical tabulator, (5) alphabetical du- 
plicating summary punch, (6) automatic 
reproducing punch, (7) alphabetical 
interpreter. 


(Mr. SPERLING is assistant vice- president, 
Cleveland Trust Co., Cleveland, Ohio.) 
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WHY NATIONAL CORPORATIONS ARE ADOPTING 


FIRST WISCONSIN NATIONAL BANK 


“4 


N 

Y 


OF MILWAUKEE 


Member of the Federal Deposit Insurance Corporation 


May 1938 
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The World’s Largest Banks 


lowed by 10 other billion doilar banks: The 150 banks listed represent , 


grand total of $54,618,735,461 in de. 
posits. This figure is a billion below the 
all time high reported a year ago, but 
it exceeds by more than 21 billions the 
low point of $33,523,082,172 noted in 
the brochure of January 1933. 
Ninety-three of the 150 banks with 
deposits of $31,712,487,096 are Amer. 
can. They are found in 20 states and the 


deposits of $3,361,083,000—a 
new yearend high—the Federal 
Reserve Bank of New York is the larg- 
est bank in the English-speaking world, 
according to the 12th annual edition of 
“The Deposit Liabilities of 150 of the 
Largest American, British, Colonial and 
Dominion Banks”’, a brochure compiled 
by California Bank, Los Angeles. 

The Midland Bank, London, the 
largest British Institution, is second 


Barclays Bank, Ltd.. . 
Chase National Bank. 
Lloyds Bank, Ltd... . 
Westminster Bank, 


London 
New York 
London 


$2,165,680,773 
2,069,989,515 
2,049,328,128 


London 
New York 


1,843,353,602 

National City Bank. . 1,711,552,124 
National Provincial 

London 1,601,887,011 

New York 

Bank of America, 

M. A... 


1,449,807,513 


San Francisco 
Chicago 


1,357,378,756 
Federal Reserve Bank 1,062,028,183 


Continental Illinois 


with deposits of $2,480,241,149, fol- 


National Bank & 


Trust Co Chicago 1,006,694,791 


One of modern banking’s responsibilities to the public 


is that of making clear its aims, purposes and operations. 


LAURANCE ARMOUR 
President 


One of a Series of Advertisements which appear regularly in Chicago Newspapers 


Letters of a business man 


to his son 
XL 


Dear Son: 


I have just dispatched a check to your 
sister who is going to use it as a kind of 
“welcome” sign in the doorway when the 
stork comes. Time was when sending a check 
as a gift was unheard of among folks sensi- 
tive to the sentimental side of life. But I have 
noticed that a crisp, new dollar bill in the 
nephew’s Christmas stocking has always been 
an approved and highly regarded practice. A 
check can be just as crisp as currency, worth 
every bit as much, and besides—it has the 
sender’s name emblazoned on it, as well as 
that of the one to whom it is sent. 


The personal check is a mark of progress 
in our civilization. It signifies that we have 
arrived at a point where a dignified writtep 
memorandum has replaced the cumbersome 
doling out of coins. We have found security, 
utility and economy in the services of a third 
party to a business transaction. We save 
countless sums of money in a score of dif- 


ferent ways by writing checks and handing 
them to the postman instead of dispatching 
the gold by a Wells Fargo stage. Easily three- 
fourths of all the business done in America 
is by check instead of currency or coin. 


And at the core of this tremendous con- 
venience is your bank and mine—doing a 
service which seems immeasurable in value, 
and for which we pay but a minuscule per- 
cent of the money thus transferred. 


Honestly, there’s so much more romance 


in a check than in a paper dollar that I won- 
der at our tardiness in adopting it as a medi- 
um of exchange. At least, all sons at college 
can testify that nothing can be so thrilling as 
dad’s signature at the bottom of one of those 
written memos to his banker which begins 
“Pay 00..." 


Affectionately, 


AMERICAN NATIONAL BANK 


AND TRUST 


COMPANY 


of Chicago 


LA SALLE STREET AT WASHINGTON 


COMMERCIAL ° CHECKING 


° SAVINGS TRUSTS 


Member Federal Deposit Insurance Corporation 
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District of Columbia. Twenty-three are 
in New York, 12 in Pennsylvania, 11 in 


_ California, 7 in Missouri, 6 each ip 


Illinois and Ohio and 5 in Massachu- 
setts. 

The British banks numbering 57 
with deposits of $22,906,248,365 are 
located in all parts of the Empire. 


| England has 26 banks or head offices, 
| Canada 9, Scotland 8, Australia 5, the 
| Orient 4, Ireland 3 and South Africa 


and New Zealand 1 each. 

The listed banks have head offices in 
30 American and 21 British cities, 
Twenty with deposits of $14,613,989. 
682 are in New York City and another 
20 with deposits of $13,779,284,924 are 
in London; 7 each are in Philadelphia 


| and San Francisco; 6 are in Chicago; 5 
each are in Boston, Edinburgh and 


Pittsburgh; 4 each are in Cleveland, 
Los Angeles, Manchester, St. Louis and 
Toronto. 


GEORGIA BANKER 


Joel T. Haley, vice president 

of the City National Bank of 

Albany, Georgia, was elected 

president of the Georgia Bank- 

ers Association for the current 
year 
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Safeguarding Dormant 


Accounts 


R the past two decades most bank auditors have sug- 
_ he the segregation of dormant accounts under a 
separate control, this control to be under the scrutiny of 
some responsible official. While no system of handling can be 
absolutely “airtight” so long as human frailties remain what 
they are, nevertheless the chances of fraudulent manipula- 
tion may be reduced to a minimum through the adoption of 
the following suggestions: 

1. Every bank should have an unalterable rule that every 
signature card must carry the initials of the officer accepting 
the card. This will make signature card substitutions very 
dificult, if not impossible. 

2. When withdrawing a ledger card from the active ledger 
because of inactivity, a dummy card should be inserted in its 
place showing that the account has been transferred to the 
“dormant ledger”. This will prevent checks being returned 
“No Account”. 

3. Set up two separate controls for semi-active and dor- 
mant accounts. Any account remaining inactive for three 
months should be transferred to the semi-active ledger. If 
the account starts to move again between the fourth month 
and the sixth month, it should be transferred back to the 
active accounts. If, however, it remains inactive for six 
months it should be transferred to the dormant ledger. 

4. Monthly statements on the semi-active ledger should 
be given at the end of each month to the officer in charge, 
who will appoint two responsible clerks outside of the book- 
keeping department and have these clerks check each state- 
ment against the ledger sheet. A proof should then be run 
from the statement sheets, which should prove to the semi- 
active ledger control. The same clerks should then enclose 
these statements in envelopes and personally mail them. 

5. The dormant ledger cards should be kept in the vault 
under the control of two officers. The dormant statement 
sheets should be under the control of the general bookkeeper. 

6. When a check on a dormant account is presented, a 
debit ticket describing the check in detail should be posted 
on the ledger card and stapled to the back of the card. The 
check itself is posted on the statement sheet and immedi- 
ately returned to the depositor showing the posting and the 
balance. An officer should supervise the mailing of the state- 
ment and cancelled voucher. The debit ticket describing the 
check in detail, which has been stapled to the dormant ledger 
sheet, must be signed (not initialed) by the officer handling 
the item. 

7. At each examination the bank’s own auditing staff 
should check every transaction since the previous audit. 
The visiting auditors would, upon their first examination, 
compile a detailed list of the dormant accounts whose owners 
cannot be located. These sheets should show the name of the 
depositor, and the balance at subsequent examinations may 
be inserted. If this schedule is filled out at each examination, 
a review of it will show accounts which have been drawn 
upon or closed out since the last examination and which 
might otherwise be overlooked. 

8. Once a year an effort should be made through some 
qualified agency to locate the depositors who carry substan- 
tial balances and whose present whereabouts are unknown. 

SAMUEL SMALL 
Brooklyn Trust Company 
Brooklyn, New York 


May 1938 


Important Announcement to Employers 


AMERICAN SURETY 


introduces the 


DISCOVERY 
BOND 


ly Is fittingly called the DISCOVERY BOND be- 
cause it brings payment for losses discovered while 
it isin force. It provides protection not only against 
the future dishonesty of bonded employees, but also 
against past acts of dishonesty not yet discovered, 
even though the employee was not bonded at the 
time of default. 


Moreover, when the amount of bond is increased, 
the increase, too, applies over the past. 


Also, as long as the Discovery Bond is in force, it 
will continuously shield the employer, no matter when 
the defaulting employee may have left his service. 


Broad in scope, the Discovery Bond even gives the 
right to discover, during its 


TO SAFEGUARD 
LOANS 


bankers can advantageously 
recommend to borrowers 
the broad, flexible protec- 
tion available in the Dis- 
covery Bond. 
To the banker, this bond 
means freedom from worry 
about hidden embezzle- 
ments in a borrower’s or- 
ganization — Unknown 
Skeletons in the business 
closet — which, suddenly 
discovered, jeopardize 
ability to 
meet 
obliga- 
tions. 


life, certain losses caused 
by employees who have left 
the service before the bond 


becomes effective. 


This unique coverage, 
originated by the under- 
signed companies, entails 
no additional cost. 


Any of our 12,000 local 
representatives throughout 
the country will gladly ex- 
plain its special advantages 
in terms of your own re- 
quirements. 


American Surety 


The attractive booklet 


COMPANY 


ite Choe NeW York Casualty 


scribes the Discovery 
Bond. Ask your agent or 
broker for a copy or use 
the attached coupon. 


COMPANY 


HOME OFFICES, NEW YORK 


American Surety-New York Casualty 


100 Broadway, New York 


Please send me, without obligation, a copy of the 
booklet, ‘‘Unknown Skeletons in the Business Cleset’’. 
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AINTAINING a desired weather 
condition within a building is by 
no means new. Thirty-six years ago, in 
1902, mechanical equipment was de- 
veloped and satisfactorily employed for 
this purpose by manufacturers of indus- 
trial products sensitive to moisture, and 
since then air conditioning has been 
applied to more than 200 diversified in- 
dustries, in the majority of cases for 
specific process reasons. 
As to air conditioning in bank and 


office buildings and its effect on rentals, 
probably the greatest factor influencing 
large concerns to seek to occupy air 
conditioned office premises is the sub- 
stantial monetary saving made possible 
by the reduction in lost time due to sick- 
ness, and by the increase in general staff 
efficiency through more comfortable 
working conditions. 

Prior to the advent of air condition- 
ing, these absences caused by sickness 
were accepted as inevitable. Seven days 


Tenants Like Air Conditioning 


Stress and Strain 


FRoM counterbalance of stress and strain this suspension bridge derives 


its strength. 


But stress and strain . . 


sore temptation 


people. From such breakdowns, embezzlements and abscondings result. 


You can never be sure. Therefore, a blanket bond with Standard Acci- 


often break the most apparently trustworthy 


a year is the average period lost per 
working person in the United States, 
mostly through sickness. A large insur. 
ance company reports 4,818 days lost in 
one year by its 500 employees, and a rail. 
road system tallied 3,479 lost days, 

Air conditioning is achieving truly 
remarkable results in reducing lost time 
due to sickness. This applies especially 
to illnesses of the respiratory tract, 
such as colds, coughs, laryngitis, grip, 
asthma, hay-fever, rose-cold, etc. 

The Philadelphia Electric Company 


_ has undertaken a series of studies to try 
| to evaluate the somewhat intangible 


economic benefits from air conditioning, 


A FACTORY TEST 


THE first opportunity to conduct such 
a study was in the Philadelphia plant 
of the American Tobacco Company, 
where complete all-year air conditioning 
was installed. Under normal Summer 
conditions an average of 50 girls per day 
for 75 days would work one-half a day 
and leave at noon. Further, due to the 
discomfort, many girls would leave their 


| employ and obtain work at Summer 


resorts. 

After complete air conditioning was 
installed, it was found that over a 75- 
day period the lost time was reduced 
from an average of 50 girls out one-half 
day to an average of 5 girls out one-half 
day. Also, labor turnover was reduced 
by 100 girls during the Summer months, 
materially decreasing training expense. 
In addition, more comfortable working 
conditions increased worker efficiency 


| to such an extent that rejects were re- 


duced from between 3 and 4 per cent to 
between 1% and 1 per cent. 

Under normal Summer conditions, 
due to temperature and humidity in the 
plant, production would fall off from 


| 4,000 cigars per machine per day to 


3,600 cigars per machine per day, a de- 


. in the form of emergency financial needs or 


dent of Detroit is the logical means to perfect security. 


Standard, a pioneer in casualty and bond underwriting, can help you 


with its 54 years’ experience. Any one of its 9000 skilled representatives 
will analyze your protection needs . . 


Company’s sound financial structure appeals to financial men. 


. make recommendations. This 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 


crease of ten per cent in production. 
With complete air conditioning the 


| machines were worked at full capacity. 


Summarizing, the gross savings made 


| from reduction in lost time, reduction in 


labor turnover, reduction in rejects and 
increase in production amounted to 
$29,546 per year. Since the total owning 
and operating cost of the added air con- 
ditioning was $6,174.50 per year, there 


| was an outright profit of $23,371.50 per 
| year. 


During the last few years the Phila- 
delphia Electric Company has operated 
two completely air conditioned district 
offices and five district offices without 
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air conditioning in Philadelphia. An 
average of 39 inside employees have 
worked in each of the two former, and 
an average of 51 inside employees in 
each of the five latter offices. The reduc- 
tion in lost time among the employees 
working in the air conditioned offices 
was, 1932-33, 34 per cent; 1933-34, 28 
per cent; 1934-35, 20 per cent; 1935-36, 
41 per cent. 

We have the interesting results of a 
questionnaire circulated by the Phila- 
delphia Saving Fund Society among 
the tenants of its new, completely air 
conditioned office building in Philadel- 
phia, a city noted for its uncomfortable 
atmospheric conditions in Summer. 
This building is occupied by a branch of 
the Saving Fund Society and by ground 
floor stores, plus 25 floors given over to 
general office tenancy. The question- 
naire was so drawn that it invited criti- 
cism as well as praise and was sent to 
the tenants who had occupied space in 
the building for more than one year. 

Following is a summary of the replies 
from 278 persons questioned: 


92 per cent stated that air conditioning was 
beneficial to their health. 

95 per cent felt that their efficiency had been 
enhanced. 

9% per cent reported less fatigue in Summer 
(72 per cent in Winter). 

82 per cent reported fewer Winter colds. 

65 per cent said that their colds were less 
severe. 

65 per cent of those afflicted with hay-fever 
said they had been benefited. 

99 per cent found offices cleaner and more 

quiet because of closed windows. 


The foregoing tabulation reveals 


RESERVE CITY BANKER 


William F. Kurtz, president, 
Pennsylvania Company for In- 
surance on Lives and Granting 
Annuities, has been elected 
president of the Association of 
Reserve City Bankers 


May 1938 


other advantages made possible by air 
conditioning in addition to improve- 
ment in health and efficiency. Air con- 
ditioning permits all windows to be kept 
closed Summer and Winter, thus shut- 
ting out extraneous noise and at the 
same time giving freedom from dirt and 
dust. Because of this, tenants are at- 
tracted who wish a center-city office 
location but hesitate because of the 
existence of excessive outside noise 
conditions. Also, the closed windows 
and consequent increased cleanliness 
have a material bearing on cleaning and 
redecorating costs. 

An air conditioned office building im- 


mediately attracts large employers of 
office labor who see in it a means of re- 
ducing lost time and increasing em- 
ployee efficiency. Their occupancy of 
space in a building enhances the reputa- 
tion of the building and thus in turn at- 
tracts a better class tenancy at higher 
rentals. 

National organizations and leading 
local firms usually head a list of selective 
tenants and almost invariably the result 
is a high percentage of occupancy at 
rentals more than enough to offset the 
annual owning and operating costs of 
air conditioning. 

A. PATTERSON FIRTH 


G ENTRAL 
COMPANY 


CENTRAL 


MEMBER 


FEDERAL 


HANOVER BANK & TRUST 
announces the opening, 
on March ist, of a branch ofhce at 
7 Princes Street, E.C. 2, in the cen- 
ter of financial London. 


This othce provides complete bank- 
ing service tor Central 
customers having use for a deposi- 
torv or correspondent with access to 
the tacilities of the London market. 


The othce at 27 Regent Street,S.W.1, 
will continue, as heretofore, to serve 
the needs of customers to whom a 
West End location is a convenience. 


BANK AND TRUST COMPANY 
NEW YORK 


DEPUSII 


Hanover 


HANOVER 


INSURANCE CORPORATION 


s, 
n 
y 
le 
y 
), 
y 
e 
y 
| 
t 
| 
Bay 
g 
T a > 
y 
y 
e 
T 
| 
7 
d 
f 
f 
d 
: 
y | | 
0 | 
| 
| | | 
| | 
| | 
> 
1 
) 
> 
r 
73 


Deposits on a Full Time Job 


i is the story of a small state bank 
with assets of only $330,000. Our de- 
posits are less than $200,000, yet during 
the year 1937 we made over $496,000 
in loans. 

Our set-up is like this. We are in a 
town of about 70,000 population where 
there are three national banks, one 
industrial bank and several loan com- 
panies. Our bank is associated with a 
rather large savings and loan associa- 
tion—in fact both institutions are in 


CHICAGO 


of 


the same building. We decided that if 
the monthly payment plan was good for 
the would-be home owner it was good 
for the man who needed emergency per- 
sonal credit. As a result, our bank was 
built up on the monthly payment plan, 
although we have as full banking pow- 
ers as any of the national banks. 

We believe implicitly in the monthly 
payment plan and every loan we make 
is on this basis. Of course the usual type 
of personal loan constitutes most of our 


business. Under this plan we require 
two endorsers and the loan is paid back 
in five, 10, 12 or 15 months. Our rates 
run from 6 to 8 per cent, depending on 
the amount borrowed, and we will lend 
a customer anywhere from $50 to 
$3,000 this way if he is entitled to it. 
We have never made an unsecured loan 
in our history. We make loans to small 
merchants who sell refrigerators, furni- 
ture, etc., on the monthly payment 
plan, they using their paper as collateral 


7 for our loan to them. Under this type 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
Banks and Trust Companies 


for 


Directors, Committees 


NEW YORK 


WASHINGTON 


Our complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


OCrry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LA SALLE 


STREET 


(Member Federal Deposit Insurance Corporation) 


of loan we have gone as high as $10,000, 

We help our customers buy new cars 
if their credit rating is good, and give 
them up to 18 months to pay. If a cus- 
tomer’s rating is good and his car is 
not over two years old, he can borrow 
up to two-thirds of its value. Our bank 
also buys automobile paper from some 
dealers whose endorsement is unques- 
tioned. We make small real estate loans 
sometimes, using the old Title I plan. 
We made some Title II loans, but we 
sold the paper to the R.F.C. Mortgage 
Company after making our commis- 
sion, as we could not afford to carry it. 
We are not limited in our loans like an 
industrial bank and we have another 
advantage—we are under no obliga- 
tions to make a loan to anybody, as few 
of our borrowers have deposit accounts. 

We prefer to get our deposits in the 
shape of time certificates rather than in 
checking accounts. Being a young insti- 
tution, we have thought it well to play 
safe and follow the advice of the old 
banker who said that if he had to go 
through another depression he would 
issue time certificates to his depositors 
rather than passbooks. The holder of a 
passbook felt he could get his money any 
time he wanted it, but the owner of a 
time certificate knew he could not get it 
until it was due. 

As shown by the volume of business 
transacted during 1937, our business 
came in fast. We have always taken 
pride in the fact that we never turned 
down any customer who was really en- 
titled to credit. As a result, we ran out 
of money and had to borrow from the 
other banks. We did not like to do this, 
as naturally we regard a bank as 4 
lending rather than a borrowing institu- 
tion. We did not think it looked well to 
have a “notes payable” item on our 
statement. However, we had to take 
care of our customers, so we borrowed. 
Then it occurred to us that perhaps the 
state banks in our immediate trade tert 
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tory might be interested in some of our 
certificates of deposit. Since nearly all 
of their statements indicated that they 
had a surplus of money, the two execu- 
tive officers of our institution got in a 
car one sunshiny day and went out to 
make them a visit. On our first trip we 
visited five or six banks and were pleas- 
antly received everywhere. Shortly 
afterwards one of them sent us $10,000 
and we sent them two certificates, 
one for $5,000 due in six months and 
another for $5,000 due in seven months. 
We made a second and third trip, each 
time getting some new accounts. Some 
of the banks, having no other safe outlet 
for their money, we found were invest- 


ing in building and loan shares. With | 


the new money, we paid off our notes 
but the business still continued to come 
in and tax our capacity to take care of 
it. We felt rather proud of the fact that 


we were at least one bank that did not | 
have to complain about having too | 


much money and nowhere to put it, but 
we had our pride considerably jolted 
when we had to borrow to pay our divi- 
dends at the close of the year. We had 
been so busy taking care of the custom- 
ers who came in to borrow that we had 
neglected building up the deposit side 
of the ledger. 

After all, a bank’s chief business is 


A TRIP TO 


Fis of all, reserve 
eel your room at the 
hotel best suited to your 
convenience and purpose 
when in Washington—the 
modern, downtown, Wil- 
lard, “The Residence of 
Presidents.” 


A MAJOR BUILDING PRO- 
GRAM recently completed 
makes the Willard one of Wash- 
ington's most modern hotels, 
both in equipment end beauty. 


WILLARD HOTEL 


WASHINGTON, D. C. 
H. P. SOMERVILLE, Managing Director 
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to take care of its customers, and if they 
offer you good business that is your first 
duty. Certainly, there is much more 
money in loans than in bonds, but there 
is also a vastly greater amount of work. 
As our bank grows larger and our de- 
posits come in as our loans do now, the 
investment side of our business will 
develop also. Our overhead is, of course, 
a little higher than other small banks, 
due to the tremendous detail arising 
from monthly payments, but our chief 
complaint comes from high taxes. We 
have an overhead of $375 per month for 
taxes alone and there is no relief in sight. 

We believe we have found an answer 


Nation-wide air mail routes 
converge at Cleveland. 


value to our 


TWENTY-EHIGAT 
PLANES 


... arrive in Cleveland, 
twenty-eight of them leave, 
each twenty-four hours. 
Air mail is of particular 


in conjunction with our night 
sending of transit items. 


THE 


NATIONAL CITY BANK 
OF CLEVELAND 


Member Federal Deposit Insurance Corporation 


to the banking needs of the average 
man. Most of our customers do not 
carry checking accounts. Some of them 
earn high salaries and some low, but 
they all have to come to our bank for 
their emergencies. They are afraid of 
the usual 60-day loans, but our monthly 
payment note they know they can 
handle. As a result, our business has 
grown by leaps and bounds and we feel 
we are filling a real banking need in 
the community. 
FREDERIC C. Morse 

Vice-president, Fidelity Trust Co. and 
the Mutual Deposit & Loan Co. 


Austin, Texas 
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The Short-Change Craftsman 


EFORE it was necessary to scruti- 
nize bills and change to the extent 
that it is necessary today, because of 
the flood of counterfeit money in cir- 
culation, the gentry that made a busi- 
ness of preying on bank tellers used to 
resort to a varied array of tricks to trap 
the unwary. 

A favorite ruse that yielded quick re- 
turns with a minimum of effort was the 
“short change swindle”. A stranger 
would present a $100 bill to the bank 


An attractive private office .. . 


teller and ask for change. Given $100 in 
$5, $10 and $20 bills, he would return, 
say, six tens, asking for three twenties in 
exchange. While the teller was comply- 
ing with this second request the swindler 
would display additional money. As he 
received the three twenties, he would 
place two other $20 bills on the counter 
and ask for his $100 bill back. In com- 
plying with this request it can be seen 
that the teller would be short exactly 
sixty dollars. 


This scheme was used for years with 
success against merchants, but was 
quickly understood by bank tellers, the 
nature of their work requiring a greater 
degree of vigilance. Occasionally losses 
are reported attributable to this inter. 
changing of money even today. 

Another trick was that of the fellow 
in a hurry to catch a train. He would 
toss through the wicket a bundle of bills, 
being careful that they fell with the bills 
facing up, and say “ Fifty dollars there, 


, Mr. Jones. (The teller’s name is on the 


plate at wicket.) Give me a $50 bill.” 
If the bills were counted by fingering 
the right hand corner of each, the total 
would seem to be $50, but on breaking 
the band and doing what we describe as 
“fanning” the bills, a closer scrutiny 
would reveal that four of the fives had, 
as their left side, the ends of a one dollar 
bill. The gentleman had cut two fives 
and two ones in half, and pieced them 
so that each five did double duty. The 


; | transaction would neta small profit of $8. 


Air Conditioned by Carbondale 


CARBONDALE AIR CONDITIONING 


and ATTRACTIVE 


SURROUNDINGS 


...an unbeatable 
business -building combination 


HE profit-increasing value of air conditioning has 
been proved. The equipment required has reached 
a stage of full development where the safety of invest- 
ment therein is assured. Installation now is definitely 


“good business.” 


For any air conditioning problem, Carbondale engi- 
neers will be glad to submit recommendations... 


without obligation. 


Ask for Literature 


CARBONDALE DIVISION 
WORTHINGTON PUMP AND MACHINERY CORPORATION 
General Offices: HARRISON, NEW JERSEY 


Offices and Representatives in Principal Cities 


Times have changed and the business 


| of swindling has had to change with 
| them. The methods that were in vogue 
| years ago seem crude and petty when 


compared with the innovations intro- 
duced by the master craftsmen of today. 
Joun B. Hitcutns 


FOREST DEVELOPMENT 
G. M. Bazemore, executive vice 
president of the First National 
Bank, Waycross, Georgia, has 
been appointed vice-chairman 
of the board of directors of the 
Herty Foundation, which pro- 
motes forestry development in 

the southeastern states 
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P to the present time, building 
standards prescribed by the F.H.A. 
for low cost housing are no different 
from those in Title II of the original 
Housing Act. Nor are any material 
changes in the established rules now 
contemplated. It is evident, however, 
that, with a margin of only 10 per cent 
for the protection of the mortgagee and 
F.H.A. insurance fund in the low cost 
building program and a material reduc- 
tion in the margin on homes of higher 
cost, the established rules must be 
strictly maintained if protection for 
both is not entirely lost. 

Such standards, moreover, are as 
much for the protection of the home 
owner as for the agency which finances 
the construction of his home. Under the 
insured mortgage system the bank or 
other lender is protected by Govern- 
ment insurance and, prima facie, it is 
the concern of the mortgage insuring 
agency rather than the original lender 
that these standards be maintained. 
In the long run, however, it is as much 
to the interest of the original lender and 
the owner as to that of the insurer that 
the value of a home be maintained. 
This cannot be done if the original con- 
struc.ion is not of the highest quality 
consistent with the cost limit. 

First of all, in considering a loan for 
new home construction—and this ap- 
plies as well to loans made independ- 
ently of the insured mortgage system— 
the general location must be considered. 
It is necessary that the neighborhood in 
which the new home is built shall be free 
of those influences which tend to de- 
stroy property values. The neighbor- 
hood should be one which is protected 
by natural influences, zoning regula- 
tions, deed restrictions or other means 
against a change in the prevailing use of 
property. It should be homogeneous in 
character and offer reasonable security 
against a decline in its desirability for 
residential purposes. It should be free 
from extra hazards such as fires, floods, 
subsidence, erosion and the like. It 
should be accessible to suitable employ- 
ment areas, schools, markets and similar 
facilities. In general the property should 
be in harmony with its surroundings 
and should compare favorably with 
other homes in the locality. In design it 
should not run to extremes in styles or 
fads. 

When a site for the new home has 
been selected, the location of the house 
on the land becomes an important con- 
sideration. It is essential that the house 
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Well Built Is Well Secured 


shall not occupy too much of the land 
area lest there be inadequate provision 
for light and air and insufficient yard 
space. Such factors can be easily over- 
looked in new developments. What 
must be envisaged is the location of the 
house and the condition of the property 
when the area is fully developed and the 
new home is restricted as to light and 
air by neighboring structures. 
Construction requirements have usu- 
ally, and perhaps rightly, been consid- 
ered the primary consideration in mak- 
ing a loan. It is difficult to lay down 
hard and fixed rules since conditions 
vary so greatly in the various parts of 
the country. In general, however, the 


Housing Administration insists upon 
adequate footings and foundations, 
proper drainage, full protection from 
the weather, strong and rigid frames 
and durable materials. With respect to 
materials and methods of construction, 
considerable leeway must be allowed, 
provided, however, that where new 
materials are used they shall have been 
duly examined and approved by recog- 
nized testing agencies like the Bureau of 
Standards or some of the well estab- 
lished private concerns which specialize 
in such work. 

Actual methods of construction must 
conform to the local building code or to 
the minimum building standards re- 


Mere routine efficiency in correspondent banking 
service is hever considered adequate at The Northern 
Trust Company. This institution shares the benefits 
of its 48 years of financial experience. It is ready to 
place at the disposal of correspondents its many 
sources of banking and business information. And 
the officers of the bank welcome each opportunity 
for friendly discussion of mutual problems with 
visiting banker-customers. 


_ THE NORTHERN 
_TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


. Member Federal Deposit Insurance Corporation 
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quired by the F.H.A.; whichever are 
higher, or by the latter where there is no 
local building code. Among the more 
essential requirements in this line are: 
that all parts of the building shall be 
designed and constructed ‘co support 
safely their own weight and the portion 
of live and dead loads which they may 
carry and shall be adequately braced 
against all probable lateral forces; that 
exterior walls shall be set upon concrete 
or masonry foundations extending be- 
low the frost line for the locality and 
footings shall be of adequate area to in- 
sure a proper distribution of the load 


directly upon the ground shall be of 
concrete or masonry built to resist 
moisture with adequate drainage for 
basement floors; where there is no base- 
ment the space beneath all joists, beams 
and girders of wood or metal must be 
adequately ventilated and have suff- 
cient room for inspection and repair and 
other provisions made which may be 
necessary to prevent termite attack and 
metal corrosion; exterior walls and roofs 
shall be constructed to prevent the 
penetration of moisture; and all exterior 
surfaces shall be adequately protected 
by painting or other treatment insuring 
durability. Requirement as to services 


upon them; floor construction resting 


It 24s Hinancial 


In fire insurance, one of the 
prime requisites of the insuring 
company is financial stability. 


Stability— 


The property owner must know that he will have no worries 
as to claim payment throughout the d.__tion of the contract. 
Insurance is not bought for a day—but for a year or longer. 
If it is this quality of dollar soundness you want we believe 
that the old “State of Pennsylvania” more than qualifies— 
144 years old and yet up to the minute in every respect. It 
has been “tested” and “proven” by all the panics, wars, 
conflagrations, disasters and vital changes since the days 
of the American Revolution. Its history is a story of financial 


stability in American business, 


The Insurance Company of 


the STATE of PENNSYLVANIA 


CHARTERED IN 1794 


PHILADELPHIA, PA. 


Personal Loan 


Insurance 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 
Operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Che Crenit Life Insurance Co. 


HOME OFFICE 


R. W. Ho 
President 


Springfield, Ohin 


and equipment must conform to the 
standards of the neighborhood ag , 
minimum and usually should be above 
that minimum if at all possible. 

The standards herein indicated are 
suggestive rather than exhaustive. Both 
local regulations and the F.H.A. re. 
quirements must be consulted before a 
loan can safely be made with an insured 
mortgage in view or, in fact, before 
sound security can be expected. With 
all such requirements, however, the 
necessity of keeping costs to a minimum 
must never be lost sight of, both for the 
benefit of the owner and the financing 
agency. The lower the cost for a home 
of a given standard the better chance 


| the owner has of paying out and the 


better the margin of safety for the lender 
and the mortgage insuring agency. In 
all this matter of housing standards, 
experience and common sense are the 
ultimate criteria, but it is also to be 
remembered that the object of all hous- 
ing efforts, both on the part of Govem- 
ment agencies and that of lending insti- 
tutions, is not only to furnish new 
homes but also homes of a higher stand- 
ard. It is not only sound sociology but 
also good business to improve the 
housing standards and living conditions 
of each community. 

From the standpoint of sound secur- 
ity for a loan which is to run from 15 to 
20 years it is essential that each home 
shall be as modern as may be possible 
within the cost limits set for its particu- 
lar class. Standards of living are improv- 
ing rapidly, modern conveniences are 
changing, standardized equipment is 
becoming more elaborate and widely 
distributed as a result of mass produc- 
tion methods, new wrinkles are being 
introduced—in short, housing condi- 
tions and construction are so changing 
that a home which is modern today may 
be more or less obsolete five years from 
now, and what is good security today 
may be questionable a few years hence. 
With the most modern construction and 
equipment possible today within deter- 
mined cost limits, however, amortiza- 
tion will give ample security for all con- 
cerned, but it is essential that future 
developments shall be anticipated as far 
as possible. Such anticipation is the es- 
sence of sound security for a loan. It is 
no less important for the protection of 
the owner-borrower. 

GrorGE E. ANDERSON 


Answer to the Doublecrosstic, page 1 


Nor trivial loss nor trivial gain despise; 
Molehills, if often heaped, to mountains rise. 
Weigh every small expense, and nothing waste, 
Farthings long saved amount to pounds at last. 
THE WISDOM OF SMALL SAVING 
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FIDELITY 
INCOME PLAN 


Acknowledged by many bankers 
as a useful aid to thrift 


UMBERS of participants in the 
Fidelity Income Plan are individ- 
uals who had previously made little or 
no systematic provision for the future. 
The requirement of making regular 
additions to their Fidelity reserve fund 
induces them to set aside systematically 
for that purpose. 
Several hundred bankers think so 


favorably of Fidelity they have adopted 


Established over 27 years .. 


the plan as a integral part of their own 
financial program. 

Each Fidelity contract is on an actu- 
arial basis with a definite maturity date 
and a guaranteed result. Participants in 
the plan pay in small sums regularly 
over a stated period of years, and num- 
ber in their ranks men and women of 
all ages and all walks of life. 

A Fidelity credit file is available to 
any bank merely on request. 


. Assets over $36,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


JoHN MarsHa tt . Washington, D. C. 


Chairman of the Board 


Associate, Covington, Burling, Rublee, Acheson & Shorb 
Former Assistant Attorney General of the United States. 


Howarp FE. Reep . . . Pittsburgh, Pa. 
Vice-President 


Carmi A. THompson Cleveland, Ohio 
President 


Director, Ohio State Life Insurance Co. 
Chairman of Board, International-Stacey Corp. 
Chairman of Board, Midland Steamship Co. 
Former Treasurer of the United States. 
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PENNY 


Has saved many ab 


A penny saved, in itself, may not make 
or break a business. The important 
thing is the motivating policy behind 
“saved pennies.” 
Disregard of small things indicates a 
laxity that may prevail throughout an 
entire business structure .... and sooner 
or later exact its toll in dwindling profits. 
If progress is being retarded in your 
business, don't look outside for the 
reason until you have checked up in- 
side. Maybe the “tremendous trifles” 
.. small leaks and overlooked pennies 
....ate doing their destructive work. 


Call in the George S. May organization 
and let them make a complete, impartial 


and searching survey of your business | 

..from top to bottom. May experts, © 
versed in every phase of business © 
administration and management, can 7 
quickly tell you what and where the | 
trouble is ....and they will tell you how = 
to correct it. They will show you how to © 
control all factors that influence profits; — 
how to eliminate waste and inefficiency; ~ 
how to convert potential earnings into © 
actual earnings. 


Let the George S. May organization tell ~ 
you how to take care of the pennies... | 
then the dollars will take care of them- ~ 
selves. | 


THE GEORGE S. MAY COMPANY BOOK 


Every executive should have this new book on his desk. Size 
19 x 13", 220 pages. Handsomely bound, with over 1,000 speci- 
fic instances of how costs were cut, sales increased, etc. Write 
our nearest office on your letterhead and give title. It will 


GEORGE S. MAY COMPANY 


cost you nothing. 


2600 North Shore Ave 
CANADA 


OFFICES 


134 Peachtre 
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Investment Aid from Correspondents 


Arcu W. ANDERSON, Vice-president, Continental Illinois 
Bank & Trust Company, Chicago, before the INDIANAPOLIS 
BANKING CONFERENCE. 


E banker who in times past has devoted most of his 
attention to lending money and is now faced with the 
necessity of keeping his money working in other channels is 
fortunate in having a good friend conversant with invest- 
ment operations and investment principles. Such information 
as the correspondent can give is fully available without stint 
of time and for the asking. 

It is a reasonable conclusion that the man with less ex- 
perience should discuss his problem at length with the man 
who has the greater experience, even though, after all, the 
responsibility for the portfolio of the individual bank rests 
directly on the man who is running the bank or is charged 
with the investment operations of that bank. His correspond- 
ent contributes material which aids the banker in arriving 
at his conclusions for his own particular bank, measured to 
fit his community, his assets, and his liabilities. 

A program followed by a correspondent may not fit the 
needs of the inquiring bank, but the policy on which this 
program is based fits definitely into the considerations that 
the inquirer should have in mind, and the correspondent will 
encourage the inquiring banker to set up a program of his 
own based upon the same policy considerations and measured 
to fit the local pattern. 

The investment operations in any bank are not a side issue. 
They are not something that can be picked up and put down. 
A banker must live with his investment account. It is de- 
sirable that commercial bankers fortify themselves with 
basic information and technical understanding through 
research and study. 

Investments must be relied upon to provide an income 
in the absence of normal loaning operations. There must be 
kept in mind the convertibility of securities in case of a 


drop in deposits or an increase in loans. They must be of a 
quality not subject to wide fluctuation in prices, in order to 
avoid the threat of encroachment upon accumulated profits 
or surplus. When the correspondent answers your inquiries, 
he has all these things in mind, and it is difficult, therefore, 
to give acceptable or useful information when the inquiry is 
too general. 

Discussion of an investment program with the correspond- 
ent at frequent intervals produces much more satisfactory 
results than occasional and disconnected letters of inquiry. 
Such letters may supplement these discussions. 

Intelligent cooperation between the bank seeking the 
information and the bank giving it will be a source of satis- 
faction to the correspondent and a profitable undertaking on 
the part of the inquirer. 

You can reasonably expect your correspondent to do the 
following: 

1. Provide factual information on individual securities. 

2. Make suggestions and comments as to the investment 
policy of your bank. 

3. Provide facilities for the direct purchase and sale of 
United States government and municipal securities. 

4. Afford facilities for the purchase and sale of general 
market obligations through investment dealers, as a matter 
of service only and not acting as principal. 

5. Give consultation on the matter of statistical services 
without definite recommendation. 

A correspondent should not be expected to do three things: 

1. Manage the bond portfolio of its customers. 

2. Recommend “switches” based upon speculative price 
movements. 

3. Provide an alibi for the man responsible for the bond 
account. 

May I say that your correspondent is willing and able to 
cooperate but, as is the case in all mutual undertakings, both 
sides must contribute something to get the best results. 


Politically Controlled Economy 


S. Woostey, Vice-president, First National 
Bank, Louisville, before the INDIANAPOLIS BANKING Con- 
FERENCE. 


BANKS are making a constructive contribution to con- 
sumer credit by: 

1. Holding to high credit standards and policies. 

2. Keeping maturities, for the most part, within 12 
months and never exceeding 18 months, except in the case 
of F.H.A. loans. 

3. Selling this retail credit at a rate which gives the bank a 
desirable profit and at the same time furnishes the small 
borrower a lower price than almost any other source of 
consumer credit. 

4. Recognizing the bank’s responsibility for keeping such 
borrowing within the bounds of constructive credit purposes, 
thereby contributing to a more stable economy. 

May I say something about the thought that we have no 

iness participating in a dangerous expansion of consumer 
credit. Some in high places have blamed the present de- 


May 1938 


pression on high-pressure salesmanship, aided and abetted 
by consumer financing. It is true that salesmanship in this 
country has always been geared to a rather dizzy speed. 
Perhaps that has been the cause of the nation’s rapid growth. 
But salesmanship does not cause depressions. It builds, but 
never destroys. 

Fear and distrust have currently stopped the flow of busi- 
ness. Fear is nearly always the cause of hard times. Of course, 
as fear uncovers burdensome debt structures, the catas- 
trophe feeds upon itself. We make debts in good times, and 
are called on to pay them in hard times. Consumer credit is 
no different in this respect from corporation or government 
credit. 

As far as debt is concerned, it is too often a vicious thing. 
Everyone wishes, I am sure, that more of our people would 
save to buy rather than borrow to buy. Two-thirds of our 
people do that, and may the number increase! The question 
of debt—individual, corporate and government—is an all 
pervasive problem which is part and parcel of the proletarian 
economy of the world today. 
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The economy of the world is controlled, not by the owners 
of this world’s goods or those who have created and are 
striving to preserve age-old and time-tested economic prin- 
ciples, but by political forces. Our best approach to the ques- 
tion of expanding debt of all kinds is, as citizens, to use our 


influence to map more conservative policies and, as banker, 
to carry to those credit questions which fall within our spher 
of action and influence, not inertia and indifference, but cop, 
structive thought and credit standards which we have foung 
to be sound. 


Three Investment Standards 


O. P. DEcKER, Vice-president, American National Bank, 
Chicago, before the A.B.A. REGIONAL BANKING CONFER- 
ENCES. 


N reaching a decision as to how many and what kinds of 
securities to buy, certain principles should be remem- 
bered. I am not speaking of security standards but of princi- 
ples. To my mind they are three in number: That the securi- 
ties purchased should be safe, liquid, and not subject to 
major price fluctuations. 

The word “safe,” like many English words, is a weasel 
word. What it means to you and what it means to me may 
not be the same. Essentially though, we should all under- 
stand that when we speak of a “safe” security we are speak- 
ing of a security whose full payment in dollars at maturity 
is not subject to doubt. Other than “safe” securities should 
never be purchased by a bank. In that regard let me point 
out that in the purchase of other than Federal Government 
securities, a bank should not disregard the fact that certain 
types of general business and municipalities have for several 
years now operated under an economic order which embodies 
a new type of philosophy, a philosophy that Professor Cyril 
James has so aptly called “A philosophy of social security for 
approved types of borrowers.” 

Stripped to its essentials, we should always remember that 
we live in a country that attempts today, as contrasted to a 
few years ago, to give a general public—a Federal Govern- 
ment—guarantee of solvency (or semblance of solvency) to 
municipalities, for when the Federal Government pays a 
large portion of their relief burden and a substantial portion 
of their regular improvement expenditures by the allocation 
of relief funds and the allocation of W.P.A. or P.W.A. funds, 
it does exactly that. Also, it guarantees a semblance of sol- 
vency, at least for railroads, through the extention of Recon- 
struction Finance Corporation loans based, not on the se- 
curity of current earnings from operations, but on hopes (in 
many cases) of future operations. ..nd certainly the N.R.A.’s 
attempt to protect business from price cutting, unfair (in the 
sense of unequable) competition, and the ability of a business 
to borrow direct from the Federal Reserve bank or the Re- 
construction Finance Corporation, when it isn’t good enough 
to borrow from a bank, is an attempt to offer the same sem- 
blance of a guarantee of solvency to general business. Only 
the utilities seem not to have obtained one of these new 
social security guarantees. 

And I would call attention to the fact that any change in 
the policy of the Federal Government as regards these guar- 
antees of solvency will affect the safety (and by “safety” I 
mean certainty of full payment at maturity) of the obliga- 
tions of these borrowers. Conversely also I would call your 
attention to the fact that the failure of the Federal Govern- 
ment to change its policy toward these borrowers may affect 
the safety of its own borrowings. 

Liquidity, too, is a weasel word. The liquidity of invest- 
ments may actually be one of two types. The first type is the 


82 


liquidity that exists because of the nearby maturity of th 
security, and the second the liquidity that exists becayy 
of the shiftability of a security, the liquidity that arises from 
the ability of each of us to find a purchaser for his institutiog 
investment—to shift them to somebody else. The liquidity 
that comes from the nearby maturity of a security may itselj 
be the liquidity that arises from the actual accumulation of 
capital by the borrower to pay the security at maturity, or 
that which comes from the refunding of the security—from 
the borrower’s ability to shift his debt. Only this first type of 
liquidity, that which comes from the borrower’s accumulating 
funds to pay his debts can be considered true liquidity. 

At the present time probably the only truly liquid securi- 
ties that exist in this country that a bank can purchase are 
banker’s acceptances, of which the supply is so smail that 
the average bank cannot purchase those it needs; commercial 
paper where the supply is also limited but nevertheless larger 
than it was (and banks can acquire it); obligations of mu- 
nicipalities issued in anticipation of the collection of taxes: 
nearby maturities of outstanding municipal bond issues, and 
corporation securities partaking of the nature of railroad 
equipment trust certificates—securities whose payment is 
made from the accumulated cash set up for depreciation of 
the asset pledged, or is made from earnings kept in the busi- 
ness, or from the mining of the natural resources pledged as 
security. In each of these cases the question of liquidity re- 
solves itself entirely into an analysis of the certainty that the 
borrower can accumulate the funds to make the payments. 

The third standard that should be set up, namely, that 
the securities should not be subject to major market fluctua- 
tions, is only partially a function of those other two stand- 
ards. Major market fluctuations are caused by changes in 
credit standing, by changes in the level of interest rates, and 
equally importantly by the psychological attitude of buyers 
toward the securities. Trite as it may sound, we must realize 
as bankers that the new set of rules, the new set of controls— 
if you like the words, I’ll use them; the New Deal—under 
which we are working is not complete and does not function 
perfectly. Major market fluctuations in securities can be 
caused by changes in the attitude of the Government toward 
municipalities and industries, or if not by a change in atti- 
tude by reported changes in attitude, or by buyers’ interpre- 
tations of actual changes or reported changes. I would sug- 
gest that you consider seriously whether you have a right to 
run the risk with your institution’s funds that you are re- 
quired to run if you make a long time investment in an 
industry where a change in governmental attitude is possible 
that may completely change the position of that industry— 
the oil or telephone industry for example. 

We as bankers are now operating in a period when the old 
rule of keeping a part of the funds you invest in securities in- 
vested in what are considered secondary reserve securities, 
and part in investment securities—securities of longer ma- 
turity that you intended to hold to maturity—involves 4 
risk that did not exist when the rule was made. Unless his 
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reserves are tremendous and his deposits unusually stable, I, 
frankly, do not see how anyone is justified in having a long 
time investment account today in his bank when the level of 
rates is where it is, when the attitude and policy of the Fed- 
eral Government is so undefined and apparently vacillating 
and when the position of industry is so precarious because 
the rules under which it operates are subject to such violent 
changes. Clarification of the Government’s attitude and 
policy—stabilization of the rules of the game if you will— 
could quickly change this condition. But again we must all 
remember that changing the rules of the game, violently 
changing them on occasion, is a part of the essential nature of 
a planned economy. 

The risk of owning long time securities applies very defi- 
nitely to long time United States Government bonds. Just 
as the early Christian fathers worried over the Day of Judg- 
ment, so we worry over the time when the judgment of a 
free market will be visited upon long United States Govern- 
ment securities. If the “maintenance of the integrity of the 
morals of democracy” involves plunging the Federal Gov- 
ernment further into debt, be that debt direct, guaranteed, 
or deferred, at a time when interest rates are still held at the 


Abreast of 


H. E. Cook, President, Second National Bank, Bucyrus, 
0., before the INDIANAPOLIS BANKING CONFERENCE. 


WE have seen the druggist stray far from his prescription 
case, the dairyman deliver orange juice with the morn- 
ing milk, and the grocer supplement his line of merchandise 
in directions unimaginable to our forefathers. All this is an 
effort to. satisfy the needs and demands of customers. Of 
course, this has been somewhat overdone, but we must be 
sufficiently flexible and adaptable in our thinking to keep at 
least reasonably abreast of the times and to see to it that no 
really essential banking service is lacking in our communities. 

If we fail to fulfill the reasonable requirements of the lo- 
calities in which we operate we may be certain that difficulty 
will develop. It is when the credit and other financial needs 
(real or fancied) of our communities are not met or are not 
given full consideration that the demand for change in our 
banking system becomes loudest. It is against such a back- 
ground that the demagogue can paint his most colorful pic- 
ture of the necessity of drastic government intervention in 
banking, or the setting up of new and additional agencies in 
competition with our business. So, despite the somewhat 


lowest levels in the history of the country and the demands 
of business for funds for profit making purposes seems sty- 
mied by uncertainty, just as certain as nothing known to man 
can hold up Niagara, so can nothing known to man be able 
permanently to hold up the present market price of long 
time Government bonds, if, as and when the market ever 
becomes free. 

Officials may make statements, new laws may be enacted, 
the resources of Federal Reserve Banks, and the stabilization 
fund may be thrown into the breach, but if people want their 
money and become afraid of Government bonds as they were 
afraid of a paper dollar that still could be converted into gold 
in the final days of February and the early days of March 
1933, the Government bond market will sell down and the 
liquidity of Government bonds without substantial price 
sacrifices will disappear. I am not referring to short time 
Government securities—I think our Government is always 
going to be able to borrow, at some sort of a price—but if 
the Administration’s desire for a substantially larger national 
income, of $90,000,000,000 or $100,000,000,000, is realized, 
such action cannot help but hurt the market for all except 
the shortest time United States Government securities. 
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hampering restrictions of laws and regulations we must, if 
we want to avoid further encroachments of this nature, give 
considerate attention to the proper broadening of our 
services. 

All of this should not by any means be taken as a recom- 
mendation for quick or undue expansion of banking services. 
It seems to me that many elements ought to be considered 
before we adopt a new function. Certainly we should first 
make sure that there is real need for it. Assuredly it should 
stand all of the tests of sound and conservative banking. 
And particularly in these days when it is difficult to obtain 
satisfactory earnings, we should determine the approximate 
costs and ascertain whether this service will be self sustaining 
or will occasion a loss for the bank. 

What we know as miscellaneous services are an important 
part of the banking business. We should keep these col- 
lateral activities within the bounds of sound, sensible, and 
conservative banking; we should overlook no opportunity 
to assure ourselves that we are satisfying all the real needs of 
our communities. 

If we pursue these policies I believe it will be for the good 
of our business and those whom we try to serve. 


The Sale of Sound Banking 


James H. Penick, President, Arkansas Bankers 
Association, and Executive Vice-president, W. B. 
Worthen Company, Bankers, Little Rock, before the 
OxLaHoma Ciry BANKING CONFERENCE. 


_ regional clearinghouse has been compared to 
the retail sales outlet in the campaign of a na- 
tional advertising concern to sell the public on its 
particular goods. 

The national advertiser will spend millions of dol- 
lars to make his goods known, to explain their use 
to the consumer, to put them on the shelves of the 


retailer, and to create a customer’s demand for them. 
He knows that it is very important that the retail 
sales outlet, as the last point in the chain, must be 
thoroughly sold on his product and must thoroughly 
understand its use. 

In the selling of safe, sound, and profitable banking 
to the American public, the small bank in the small 
town may be compared to the retail sales outlet. We 
have found the regional clearinghouse the best 
method of making this contact, explaining the reason 
for various charges, and the proper amount of various 
charges. 
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R. S. Hecut, Chairman, Public Education Commission, 
American Bankers Association, and Chairman of the Board, 
The Hibernia National Bank, New Orleans, before the 
OKLAHOMA BANKING CONFERENCE. 


_ take the mystery out of banking and to correct errone- 
ous beliefs and prejudices respecting our profession are 
the principal objectives of the Public Education Commission 
of the American Bankers Association. 

There was a time when it was deemed proper for bankers 
to surround themselves with an air of mystery, and to tell 
the public as little as possible about the operations and inner 
workings of their banks. But that was many years ago! We 
long since have learned in the school of practical experience 
that in this realistic age such a policy of secrecy no longer 
will do, and that the more we can spread reliable information 
in regard to sound banking principles and practices the less 
prejudice will there be against banks and bankers, and the 
better will be our public relations. 

And so, in recent years, individually and collectively we 
have set out on a new program of winning the favor of the 
public by familiarizing those who have dealings with us with 
the facilities and the problems of our institutions, and having 
them understand the underlying principles governing our 
business. 

A good deal of enthusiasm and genuine interest was shown 
by bankers, large and small, in this “public relation” work 
during the period when the clouds were hanging low in the 
financial skies and storms were raging all around us. But 
somehow interest in this important and worthwhile work 
has lagged in the last few years, and bankers are not nearly 
so zealous and not nearly so interested in the cultivation of 
good relations with the public since the banks have come out 
from under the cloud which had been resting on them ever 
since the general business collapse in 1929. 

This apathy is unfortunate, and it would indeed be a 
tragic mistake if once more we were to adopt a policy of 
“laissez-faire” in this important matter of cultivating the 
right kind of understanding between the public and the 
banks. Just because there is a temporary surcease of political 
and demagogic attacks on our profession is no reason or 
justification for relaxing our efforts to cultivate the good will 
of the public. 

On the contrary, we should remember the old adage, 
“In times of peace prepare for war”, and the very peace- 
fulness of the times should stimulate rather than lull the 
efforts of bankers along this line, for in preparing against 
new and unjust attacks upon the banks much more can be 
accomplished in calm and pleasant weather than during the 
turmoil of a storm. 

Nor is it safe for us to assume that the work which has 
been done in the past in freeing the public mind of wrong 
ideas about bankers and banking has produced lasting 
results. For the fact that we successfully sold the idea to our 
clients today is no assurance that it will remain sold to- 
morrow. We must bear in mind that the family of bank 
depositors is in a constant state of flux, and that year after 
year tens of thousands of new customers enter the picture for 
whom the “‘mystery must be taken out of banking”’, and on 
whom a favorable impression must be made. 

Candidly, I do not think the banking fraternity as a whole 
is fully awake to this need of constant cultivation of good 
will and proper understanding on the part of the public, and 
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Good Will Through Good Deeds 


A Creed for Bankers 


M. McWuirter, President, Peoples State 
Bank, Indianapolis, before the INDIANAPOLIS Banx.- 
ING CONFERENCE. 


Ws believe in mutuality of interests. 
We believe in interdependency and self help. 


We believe honesty is prevalent in our citizens, 
We believe in realism. 
; We believe in the capitalistic system of profit and 
Oss. 
We believe in voluntary codes of ethics. 
We believe in freedom to work and to worship. 
We believe in the efficacy of self-government. 
We believe in honest, well-informed leadership. 
We believe in the American form of government. 


too many of our members have been lulled into a false sense 
of security merely because at this particular moment no one 
appears to be publicly denouncing bankers. 

As a matter of fact, we cannot afford to be satisfied with 
negative good public relations, i.e., a mere absence of 
demagogic attacks against banking. It is essential that we 
win and keep for our profession a positive popular confidence 
and approval, based on a clear and thorough public under- 
standing of banking and its purposes. 

This much to be desired result cannot be brought about 
merely by some elaborate advertising or broadcasting cam- 
paign assuring the people that all bankers are good at heart 
and invariably wise and honest in all their methods, and that 
all banks are Gibraltars of financial strength. It is necessary 
to go much deeper and further than that. Our public rela- 
tions efforts must be associated with live, every-day banking 
institutions and their practices if our preachings are really 
to mean anything to the people and are to create a lasting 
sound public opinion towards banks and bankers. In other 
words, in the last analysis banking must create its own good 
will by its own good deeds, for nothing will do as much 
to inspire people with real confidence in the banking frater- 
nity as their own first hand experience with good bankers and 
sound banking; and nothing will do more to create in the 
minds of our people a favorable attitude towards banks than 
their contact with practical bankers who, besides running 
their banks on a sound basis, find some time for unselfish 
public service and for some educational work which wil 
assist their customers in familiarizing themselves with the 
true functions and underlying principles of sound banking. 

The American Bankers Association, anxious to do its share 
in cultivating better public relations for banking, believes 
that the greatest service it can render to banking in accom- 
plishing these objectives is to act as a “spark plug” in 
stimulating bankers to put a more dynamic quality of public 
service into their operations, and thereby bring about better 
public relations for their own institutions individually, and 
for banking as a whole. But the Association can set in motion 
these powerful forces for better relations with the public 
only if it has the active support of the banking fraternity as 
a whole. 
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Check, Double Check, Recheck 


Cart W. ALLENDOERFER, Vice-president, First National 
Bank, Kansas City, Mo., before the Oxtanoma Crry 
BANKING CONFERENCE. 


— character of bank earning assets has undergone a 
great change during the past several years: formerly 
loans predominated while now investments predominate. 
A man in charge of investing other people’s money must 
attempt to keep abreast of economic thought, industrial 
trends, business cycles, and Government and municipal 
debt. This is a heavy task and especially to the banker who 
has to try to find time from his other duties to do solitary 
reading and thinking. The management of the investment 
account is, therefore, a particularly difficult one for the 
smaller unit banks. They should, therefore, use every 
avenue of assistance which is open to them. 

The city banker should realize that the maintenance of the 
bank correspondent relationship system is of great advan- 
tage to him, particularly since the payment of interest on 
demand balances is no longer legal. He has an obligation 
to the smaller bank both by reason of the balances main- 
tained with him and for the broader reason that in helping 
strengthen investment policies he is assisting in the main- 
tenance of our present banking system. He must of necessity 


equip himself for the selection of investments for histown 
bank, and he should welcome the opportunity to share this 
equipment with his correspondents, and to add such special 
acquaintance with their problems as will enable him to be a 
sound advisor to his out of town friends. 

The country banker may well say, “Why not put our city 
correspondents to work for us? It may be that their advice 
is not too certain; but two heads are better than one and it is 
very likely that a broader vision of quality, diversification, 
liquidity, and maturity can be obtained through checking 
with one’s various city correspondents. Perhaps one of them 
will point out some of the substandard bonds about which 
Chairman Crowley of the F.D.I.C. continues to caution 
bankers.” 

Both men should keep in mind that the medium and long 
term investment account in a commercial bank is a field not 
well charted, that there is no infallible guide, and that while 
caution may not eliminate risk it will greatly reduce the 
degree of risk. 

Change is constant and makes repeated review necessary 
because money-good bonds today may be demoted by some 
chemist, a change in transportation, a rate structure, a 
climate condition, or a new political scheme of things. 

Check, double check, and recheck. 


Broader Banking Service 


LesLiE R. Driver, Executive Vice-president, First Na- 
tional Bank, Bristol, Tenn., before the INDIANAPOLIS BANK- 
ING CONFERENCE. 


NE of the principal outlets for funds in the bank’s com- 
munity, which has had vast growth, has been the per- 
sonal loan. This has proven to be a very sound and desirable 
lending field, but must, of course, be carried on with no 
relaxation of high credit standards. 

The losses on such loans have been reported as astonish- 
ingly small. One well known bank recently reported on a 
large volume handled with a loss of 5/100 of 1 per cent. These 
loans are comparatively trouble-free and the volume trend 
is up. Loans of this type, measuring up to high credit stand- 
ards, are available in every community, have saved many 
from becoming the prey of loan sharks who charge all the 
traffic will bear, and have contributed greatly as good will 
builders, besides adding satisfactorily to profits. 

I find an increasing number of banks entering this field. 
Many banks have, with marked success, shifted slow loans 


from their note case to this department and, by putting them 
on a monthly payment basis, have liquidated them, an im- 
possibility under the old method. 

Although the practice is less widespread, I find quite a few 
banks have gone into the financing of automobile purchases. 
Such extensions are to good credit risks with at least one- 
third down payment and a period of 12 to 18 months to pay. 
In many cases the name of the dealer is also kept back of the 
notes, as well as a lien on the car. Here again satisfactory 
experiences are reported. Bear in mind, however, that proper 
credit standards are maintained. 

Another lending opportunity that quite a few banks have 
gone after rather aggressively is loans secured by cash 
value on life insurance in well rated companies. One bank in 
Memphis reported to a questionnaire I sent out that it had 
$700,000 in such loans. 

Others report having obtained quite a number through 
friendly contacts. These loans are usually made at a more 
attractive rate to the borrower than the insurance com- 
pany offers. 


A Highly Personalized Business 


J. L. Larrerty, Assistant Vice-president, Fort 
Worth (Tex.) National Bank, before the OKLAHOMA 
City BANKING CONFERENCE. 


peer we know that banking is a highly personal- 
ized business, is it any wonder that banks are 
judged by the manner in which the business of our 
customers—the public—is handled? 


May 1938 


Certainly a poor impression made on a customer 
as a result of a personal contact, a telephone conver- 
sation, poor correspondence, incomplete or improper 
records, careless or untidy appearance, a harsh un- 
pleasant voice, seeming lack of interest in transac- 
tions, domination of the customer, lack of knowledge 
about banking, loafing, and insincerity, affects the 
esteem in which banking is held. 
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EvuGEnNE P. Gum, Secretary, Oklahoma Bankers Associa- 
tion, before the OKLAHOMA CiTy BANKING CONFERENCE. 


J jeroe was a time when we thought of a clearinghouse as 
a place to clear checks. Clearinghouses were only in large 
cities. Forward-looking bankers saw destructive forces grow- 
ing out of competitive practices and conceived the idea of 
making them constructive by extending the clearance of 
checks to the clearance of ideas. Thus the suds of a clarifying 
process was mixed and administered. 

Bankers learned that some of their competitors really had 
wings between their horns and pitchforks; they learned to 
know each other, they even got chummy; they told each 
other about the tricks played on them by check artists and 
mortgage swindlers. One fellow broke down and told about 
lending Bill Skinner $100 on two mules, a brindle cow, a set 
of chain harness and an eight-octave organ, and that he 
didn’t have anything but the organ; that acertain stock 
swindler had sold some stock in a bazooka “factory” to Bob 
Burns’ Uncle Snazzy and they had better warn their cus- 
tomers. 

They told each other they were paying 3 per cent interest 
on C.D.’s when 1 per cent was all the traffic would stand. 
Johnnie Wakeup said that Billy Doolittle, with a small bal- 
ance sandwiched in between two overdrafts, was taking a 
free ride at his expense. Banker Jones said some leanhard 
demanded lithographed checks with his name on them and 
that Josiah Lapover, one of the head men at the Bar-X 
Ranch, was borrowing from four banks on the same hosses. 

Vice-president Seamore ‘lowed Simon Legree had whipped 
Uncle Tom Easymire to a frazzle by borrowing $1,000 with- 
out a personal statement; that he had been finding out what 
it cost him to do business and how few accounts were profit- 
able. They said they wanted to do a little collective bargain- 
ing since they didn’t belong to the union; that it looked like 
they were giving their services away. 

Out of these frank admissions a clearinghouse was formed. 


ROBERT M. HANEs, President, Wachovia Bank and Trust 
Company, Winston-Salem, N. C., and Second Vice-pres- 
ident, American Bankers Association, before the OKLAHOMA 
City REGIONAL CONFERENCE. 


'é we expect to operate sound banks, we must recognize 
the fact that in extending credit the days of trial and error 
are over. Reliance upon belief and hearsay must be relegated 
to the past. We have emerged from the time when the mak- 
ing of bank loans was regarded as something of an art, the 
degree of success being determined largely by the knack or 
intuition of the lender, or perhaps by the condition of his 
liver at any given time. The era is past when a lending officer 
carried the credit files in his head. 

Loan administration must be approached as a science; 
credit procedure must be followed with a degree of exactness 
and precision which only full knowledge and thorough in- 
vestigation can possibly provide. The procedure of making a 
loan can be reduced to a scientific formula if we take the 
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Wings Between Their Horns 


The Science of Lending 


Research was launched, accounts were analyzed, service 
charges installed, check artists arrested, robbery preventiyes 
installed, interest on C.D.’s and savings reduced, labor. 
saving methods adopted, buying and advertising expense 
reduced, charges made for overprinting, standard forms 
adopted. Donations to gain preference were discontinued, 
political trends were watched, the selection of capable office 
holders was urged, sound legislation was encouraged, over. 
bidding for public funds was discouraged, credit information 
disseminated, credit statements for loans above $500 recom. 
mended, multiple borrowers exposed and eliminated through 
credit bureaus, the value of income and expense budgeting 
emphasized, information furnished to banking boards cop. 
cerning the feasibility of new bank charters, hazardous com. 
petition discussed, bond investment advice to customers 
promulgated. Members were urged to investigate before 
they invested. They imbued employees with loyalty and 
stimulated their ambition until they took a personal pride 
in the bank and sold it to the customer. The clearinghouses 
called for the defense of the bank against the invasion of any 
enemy; it carefully planned reduction in taxation and dis. 
couraged speculative banking. 

I have reviewed in the abstract some of the things a clear- 
inghouse can accomplish for its members, but I have not 
scratched the surface. New ideas of service will unfold 
through the processes of evolution, and be crystallized into 
still greater helpfulness. You fellows are at the crossroads in 
your business relations; great changes are taking place; the 
world map has changed within recent weeks; banking is on 
trial; you face new conditions calling for new thought and 
action; somewhere you are on the firing line. Individually, 
you would be submerged by this tide but collectively you 
will ride its crest to higher heights and better days. You just 
need to bear in mind that eventualities must be anticipated, 
met and solved through a clearinghouse of modern thought 
—and that thought, enriched by research and experience, 
must be translated into action. 


trouble to do it, and if we have enough courage to ask for the 
facts. This does not mean that we discard the human ele- 
ment and rely entirely upon figures as a basis of credit, for 
certainly the human factors of character and capacity to 
repay are definite parts of the formula. The point is that 
character and capacity to repay are determinable factors 
just as other elements of the formula, but they cannot be 
determined by hearsay, or belief, or by a hunch. 

It is just as important to secure full and accurate informa- 
tion regarding a $100 loan as it is in connection with a 
$100,000 loan. Our liability for loss on the smaller loan may 
be considerably less, but I cannot believe that we have any 
more right to gamble with $100 of depositors’ money than 
we have to gamble with $100,000. The principle is the same 
in either case. Every unsecured loan should be supported by 
a full and complete statement, not just to comply with the 
law or the regulations of the examiners, but for the purpose 
of arriving at a fair and intelligent judgment as to the sound- 
ness of the loan. Too often bankers accept condensed balance 
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sheets and hope to ease their consciences and satisfy the 
examiners’ demands by noting in the records that a state- 
ment is on file. In so doing, they are deceiving no one except, 
perhaps, their depositors. In order for the statement of an 
individual or partnership to reflect the borrower’s capacity 
to pay, I think there are five points to which careful consid- 
eration must be given: 

(1) If the statement lists real estate as an asset, there 
must be a complete breakdown as to parcels, location, size, 
titles, tax values and mortgages. Unless this information is 
given in full, there is no way for the banker to determine 
whether the item listed as real estate is an asset or a liability. 

(2) Frequently, stocks and bonds are listed as a single 
item in one lump sum. There must be an itemized list 
describing each bond or stock, indicating whether or not it 
is listed on any exchange and giving further information that 
will enable the banker to form an intelligent opinion as to 
whether the indicated value is there, and whether there is 
any general market for these securities. 

(3) The personal statement should show the borrower’s 
income and from what sources it is obtained. Here is a point 
at which too many bankers weaken, and it is a point at which 
many prospective borrowers balk, yet, through tactful 
handling and careful explaining, the information can be 
secured. Unless the banker knows what the borrower’s 
income is, he can form no fair judgment as to his ability to 
retire the loan. 

(4) There must be a complete itemization of all debts 
owed by the borrower, indicating to whom the money is 
owed, the amount due each creditor and the terms and condi- 
tions of each obligation. The soundness of any additional 
debt incurred by a borrower can only be judged in the light 
of existing indebtedness, and only by having this information 
in complete and accurate form can a banker expect to make 
good loans. 

(5) The purpose for which proceeds of the loan are to be 
used should be definitely stated. 

It is at this point of getting complete and itemized infor- 
mation that bank credit procedure often falls down. When 
asked for such information, borrowers are frequently re- 
luctant to divulge the facts and often consider the questions 
asked a reflection upon their credit standing. The blame for 
such an attitude on the part of the customer is due to in- 
adequate interpretation of the bank’s position. 


Let Each Customer 


E. S. WoottEy, C.P.A., New York, before the InpIAN- 
APOLIS BANKING CONFERENCE. 


[ is just as essential for banks to know their costs as it is 
for industry to know its costs. 

Banks are corporations organized for profit, and are there- 
fore subject to the same fundamental law which governs all 
business, namely, that all costs plus profits must be recov- 
ered through sales. Actually, the only difference between a 
bank and a retail store is that the retail store buys its mer- 
chandise in wholesale—large lots—and sells it in small lots. 
The bank, on the other hand, buys its merchandise, the use 
of money, in small lots from the depositors, and sells it in 
large lots—in the bonds and loans and discounts. 

But the bank, like the store, must sell for more than its 
costs if it is to continue in business. It can be taken as axio- 
matic that no bank, no matter how large, can long remain a 
safe bank unless it is a profitable bank. 


May 1938 


Such requirements work for the protection of the borrower 
just as effectively as they do for the protection of the bank. 
Any banker who permits a borrower to become too heavily 
involved in debt or aids a customer in putting money into a 
hazardous and unsound project is not fulfilling his obligation 
to that customer and is certainly laying up for himself a 
store of future trouble and criticism. He is thereby doing his 
customer a distinct disservice. 

The same requirements of complete information and 
thorough investigation apply with regard to loans made to 
corporations. Through costly experience, it has been proved 
again and again that the point on which the credit officer 
fails to get full information proves to be the weak spot in 
the corporation’s structure. If there is any tendency on the 
part of corporation officials to cover up weaknesses it will 
usually be done by lumping together items that should be 
set forth in complete detail. It may be in accounts receivable, 
inventory, real estate or securities held, or in a number of 
other places, and the only sound procedure is to have all 
of these items exhibited fully and completely. 

I am convinced that sound loan practice in dealing with 
corporations must be based upon detailed audits prepared 
by capable certified public accountants. No matter how 
honest a corporation official may be, no matter how sincere 
may be his desire to give the facts fairly and accurately, he 
is not in position to be an impartial judge of the value of his 
own business. He is too close to it; he lives with it too in- 
timately; his own personal well-being is too dependent upon 
the welfare of the corporation for him to give an unbiased 
opinion. A fair and accurate appraisal can only be made by 
an outside, independent auditor who looks at all values in a 
detached and disinterested, but nevertheless absolutely fair, 
attitude. 

The banker who persuades his corporate customer to have 
regular audits prepared is doing that customer a definite 
service. In almost every instance, facts about the business 
will be revealed to the officials, of which they have not been 
aware, or trends toward some unsound condition will be 
pointed out in time for correction and substantial sums may 
be saved for the company. 

It will be a great step forward for American business and 
for the loan administration of American banks when an 
insistence upon certified audits becomes a general practice 
in the credit departments of banks throughout the country. 


Pay His Own Way 


Much of the use of money which the bank buys it pays for 
with service. The costs of this service are just as real as the 
interest paid out in money, and often more expensive to the 
bank. Because, however, they are composed of such things 
as checkbooks and passbooks, rents, expensive machinery 
and vaults, stationery, salaries, etc., they are often consid- 
ered as ordinary and necessary expenses and no attempt is 
made to allocate them to where they belong. Yet until they 
are so allocated to the different services which the banks 
perform, the costs of those services cannot be known. And 
until they are known many losses will go undiscovered. This 
word “losses,” though, is a relative term. Actually there is no 
such thing as a loss. A loss merely means that someone other 
than the obligator is absorbing the expenses of that obligator. 

The fair way is for each to pay his own obligations, and 
for each bank customer to pay for the services which he him- 
self receives, the bank selling those services at a legitimate 
profit. 
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H. W. KoenekE, President, Security Bank of Ponca City, 
Okla., before the OKLAHOMA City BANKING CONFERENCE. 


ECURITY does not in itself make a loan desirable. There 
must be, first, a good moral risk. What I mean to say is 
that the moral risk of the maker is more important than the 
collateral back of the loan. This may not be good logic in the 
minds of the city bankers; nevertheless, it is also true toa 
certain extent with city banks. 

The second consideration is that you, as a banker, be 
convinced that your customer will be able to make a profit 
on the use of the money. I am of the opinion that the banker, 
for the most part, does not show the proper interest in his 
customers’ efforts. We have found it much to our advantage 
to understand thoroughly our customers and show a real, 
sincere interest in what they are trying to accomplish. Fre- 


Henry C. Ocus, Vice-president, Winters National Bank & 
Trust Company, Dayton, O., before the INDIANAPOLIS 
BANKING CONFERENCE. 


N° customer relations program would be complete with- 
out a definite system of regular calls made on the busi- 
ness accounts in your bank. In banks of ordinary size, where 
public relations or contact men are not employed, the offi- 
cers should be charged with this responsibility. 

Calls should be made at intervals not exceeding 12 
months, and if possible, on a six-month basis. Cooperating 
with this plan, your officers will accept accounts assigned 
them by the officer in charge of the program, and arrange 
the calls so that the schedule of one does not interfere with 
that of another, thus eliminating the possibility of too great 
a number of important officers being out of the bank at any 


E. J. Boyp, President, Second National Bank, Warren, 
O., before the INDIANAPOLIS BANKING CONFERENCE. 


ARLY in 1936 we observed that the total of all classes of 
loans had declined greatly and there seemed little 
prospect of materially increasing loan volume. In the light 
of our satisfactory experience with the instalment loan, we 
decided to broaden that type of loan. It was apparent that 
consumer credit was a large part of the available credit in 
our area, and that practically all of it was going to outside 
finance companies. 

We were persuaded that automobile loans were good, so 
we decided to enter the chattel field and make loans on new 
and used cars, and to consider acceptance of chattels of all 
kinds. 

It was obvious that we would have to make our interest 
rate more attractive than the rates of the motor finance 
companies, and we named a 5 per cent rate on new cars. 
Our loan conditions in all other respects were the same as 
those of the motor finance companies, with the exception 
that we applied a more selective policy to the individual 


Security Isn’t Everything 


Call on Your Customers 


One Bank’s Chattel Loan Experience 


quent visits to the places of business of your commercial cys. 
tomers, showing a genuine interest in their merchandisj 
problems, are bound to bring these customers to your des 
when they need a loan. 

Your farmer customer is very proud of that prize horse 
cow or hog, and an hour or two spent in his barnyard will pay 
dividends. You have all heard the story of the banker with 
the glass eye and ice water in his veins. I am sorry to admit 
that I have felt that same cold atmosphere when [ haye 
entered some banks. We, as bankers, have many things to 
overcome. After all, it is just as easy to say “no” ina friendly 
manner after you have listened to your customer’s story and 
have taken the time to thoroughly discuss his problems, 
Don’t forget that the prospective borrower to whom you 
say “no” is a human being and has friends who are potential 
customers. 


one time, thereby undermanning your bank to an extent 
where your customers might not receive the kind of service 
to which they are entitled. 

This part of the program is equally as important as the 
instruction of your rank and file employees, as many of your 
better accounts appreciate a call from an officer of the bank 
and the opportunity of discussing their problems in their 
own office. 

Many important angles will come to the surface, and a dis- 
cussion of this nature will be helpful to all departments of 
the bank. 

Suggestions for the betterment of service, a lead for 
the trust department, some information for the credit 
department, possibility of a loan program, are just a few of 
the important points of discussion that are often entered 
into during a visit of this nature. 


credits. We named a 6 per cent rate on used cars, and also on 
almost all other classes of instalment loans. 

However, in making loans to merchants and dealers, 
accepting their instalment contracts as collateral, we en- 
couraged them to arrange their terms with the customer at 
6 per cent, and we charged them 5 per cent for the full life of 
the loan. That operated to bring in a fair amount of dealer 
business. 

No effort was made to develop new car loans through 
dealers, our whole appeal being made directly to the indi- 
vidual. 

The service fee was changed to a flat charge of $2 for each 
loan, which amount is sufficient to cover the cost of record- 
ing the chattel and the expense of credit report, with a small 
balance remaining. 

On March 27, 1936, we started to make all types of chattel 
loans. Up to March 1, 1938, we had made 3,16 loans 
amounting to $980,000 and there had been no loss. 

The average amount loaned on new cars was $500, on used 
cars $264, on miscellaneous chattels $387, on collateral $238, 
and on unsecured loans $215. 
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Henry S. SHERMAN, President, The Society for Savings, 
Cleveland, and President, Savings Division, American 
Bankers Association, before the INDIANAPOLIS BANKING 
CONFERENCE. 


AVINGS bank problems today seem to be largely those 

generated by new governmental thinking, based on what 

is undoubtedly a sincere desire to create better housing con- 

ditions, and at the same time encourage thrift throughout 
the country. 

The newspapers, magazines, window displays, and bill- 
boards tend to create the thought that thrift habits and 
mediums of savings are entirely new characteristics, inspired 
by the Government. All efforts which are being directed to 
encourage ideas of saving and the improvement of housing 
conditions are, of course, most laudable, and there is nothing 
that a savings banker desires more than this. 

There is, however, a considerable difference of opinion on 
method. Most savings bankers believe that when housing, as 
compared with other necessary things, becomes a good pur- 
chase, when it gives a workman as much value in terms of 
his own toil as do the actual dollars required to pay for it, 
then and then only will there be a real building boom, and 
then and then only will there be offered naturally, and not 
through subsidy, enough cheap credit to finance it. 

The tendency of the Federal Government to absorb the 
savings of the thrifty by various means, I do not, speaking 


ALFRED G. Kaun, President, Union National Bank, Little 
Rock, before the OKLAHOMA CITY BANKING CONFERENCE. 


- you familiar with the fact that the net profits of 
banks in relation to the average volume of their earning 
assets have steadily declined for over 40 years? There have 
been interludes, but the trend has been downward. That 
situation is particularly acute now. It is true that during 
this 40-year period, and even now, the rate of return on 
invested capital has been reasonably constant. But why? 
Simply because the ratio of invested capital to deposits, and 
therefore to earning assets, has steadily declined. Whereas in 
1890 the national banks of the country showed less than 
$2.50 of loans and investments per dollar of invested capital, 
in 1937 they showed approximately $7. This shrinking pro- 
portion of invested capital to total liabilities is causing 
increasing concern to bankers and to supervisory officers. 

It would be foolish to blink the fact that some day there 
is going to be pressure or demand for a reversed tendency. 
In 1890 the rate of return on earning assets was above 3 per 
cent. In 1937, it was approximately 14 per cent. 

In this part of the country, most of the banks are of small 
or moderate size, yet a study by the Federal Reserve bank 
of one of the most prosperous periods in our history, viz., 
1926 to 1930, showed that the rate of net profits on invested 
capital of banks with loans and investments of less than 
$500,000 was less than 4 per cent. Those with loans and 
investments of less than $250,000 earned less than 2 per cent 
on invested capital whereas banks of larger size than the 
classes above mentioned earned about 7% per cent. 


May 1938 


Money for Homes 


Small Banks Need Cost Accounting 


personally, fear. I think natural laws will take care of this, 
and although postal savings, baby bonds, and Federal sav- 
ings and loan associations have been developing upon a rising 
scale since 1932, I do not believe our savings banks either 
have missed or will miss the money. 

Postal savings, as shown in the American Bankers Asso- 
ciation report of last year, had a rapid growth during the 
depression of the early ’30’s but seem to have reached a rest- 
ing place of about a billion and a quarter; and the baby bond 
campaign, with all its forced selling and propaganda, has a 
definite ceiling. It must not be forgotten that there can be 
nothing healthier for us all than that the national debt be 
distributed as widely as possible, and baby bonds, even 
though they are a demand obligation of the Government 
(which I hope the Treasury in its enthusiasm does not for- 
get), do tend to bring this about. The Social Security tax, as 
administered, certainly does this. If the receipts from this 
tax were applied to the purchase of the outstanding govern- 
mental debt, and, with a balanced budget, no new debt were 
created, it would only be a matter of simple arithmetic to set 
a future date when all of the bonded obligation of the U. S. 
Government would be in the hands of the public. 

A serious problem before savings banks today is the pro- 
gressive invasion by so-called instrumentalities of the 
United States Government in the home mortgage loaning 
fields, which for the most part have already been adequately 
served by private loaning agencies. 


Does this answer the question of whether small banks need 
cost accounting as much as large ones? Unfortunately there 
are no statistics of national scope to show the trend of bank 
expenses during the 40 years mentioned. But are they neces- 
sary? None of us requires statistics to confirm his knowledge 
that they were constantly on the upgrade, particularly in 
the category of interest paid. It is true that since 1933 
this item has been largely reduced in size and in propor- 
tion. Yet in many cases it has been partially or wholly 
neutralized by the increase in exchange paid; also by the 
necessity of providing reserves out of earnings to absorb 
present or future possible losses in the hugely increased 
bond portfolio. 

Having in mind the above thoughts, and the present great 
uncertainties of banking, it becomes desirable to consider 
the entire philosophy of banking in connection with our cost 
accounting and our charges. For instance, can a bank afford 
to have loss leaders as a grocer ordinarily has in sugar? Is 
the service the unit for determination of proper profit, or 
is the customer? What is the service worth to the customer? 
Is it too expensive? This latter is a very important question 
particularly to small banks threatened with extermination. 
What will banks be a few years hence? 

Application of charges based on knowledge of costs must 
be fair. This is particularly true in the case of small accounts 
which under no circumstances should ever be made to feel 
unwelcome in any bank provided they pay their way. Cer- 
tainly, if enough of them are made to feel unwelcome, they 
will rise up and strike down the private banking system, or 
create additional governmental competition. 
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Woop NETHERLAND, Vice-president, Mercantile-Com- 
merce Bank and Trust Company, St. Louis, before the 
Ox City BANKING CONFERENCE. 


i thinking about a program of education one has first to 
ask, ‘How big is my world? Does the blue print of my 
program envision an educational structure designed only for 
gain, or does it in addition provide for quality as well as 
quantity in my thinking?” When we have answered these 
questions we will know better how to proceed. 

If, as has been done in the past, the banking business in 
this country is to be conducted by chartered instrumentali- 
ties under appropriate government regulation and control, 
then ours is the responsibility of giving the nation a sound 
banking structure, which shall be at the same time adequate 
and modern enough to serve a progressive civilization. The 
degree of efficiency with which we do this will depend upon 
the intelligence of the 250,000 people who operate our banks, 
and the manner in which that intelligence is applied. Suc- 
cessful business—banking or otherwise—is no longer run 
by intuition or hunches. It is built upon knowledge acquired 
through accurate fact-finding, and the proper application of 
those facts. We have come to know that education for the 
bank officer, as well as for his lieutenants, is necessary for 
the preservation of the banking system. For this is ascientific 
age, and it carries with it exacting demands. 

It is my firm conviction that some men are born bankers, 
just as some men are born athletes. Because of this fact we 
sometimes overlook the value of continuous training— 
necessary in both cases—and I do believe that whatever the 
natural ability of the individual, he will be a better banker 
and will more nearly discharge his obligation to society if he 
follows out a systematic course of study. Much is expected of 
him who has much. As Stephen Leacock said in a recent issue 
of BANKING: 


The fact is that, once and for all, there are a lot of things 
that are unteachable—things that we do only by instinct 
or acquired habit; but when you have said all that, and 
have finished with it, when you have admitted that there 
is a great part of the mystery of banking that can be 
taught only by experience, there remains a field where the 
truth is exactly the other way. 


In an effort to contribute to your thinking on this occa- 
sion, may I suggest a program of education which logically, 
it seems to me, should be divided into three parts: (1) Educa- 
tion of self; (2) education of employees; (3) education of cus- 
tomers, or public relations. 

Of the third division, that of educating the public, I shall 
have nothing to say. The advice and counsel of other speak- 
ers on the subject have been of far more value than anything 
I could suggest. But I would like to venture the assertion 
that unless a good job of education is done within, we may 
never hope to do a good job without. May I direct your 
thought, then, briefly, to the first two divisions of the pro- 
gram, education of self and of employees. 

To those of us who are no longer in our formative years 
and who in our youth were denied the advantages of a college 
education, the regret of this deficiency is equalled only by the 
consciousness of need. With the press of executive duties 
which grows heavier as responsibility increases, and because 
of the lack of time, it is difficult for us to go to school or at- 
tend study classes with any degree of regularity. In such an 
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Banking Isn’t Run by Hunches 


Of Service to All Banks 


D. J. NEEDHAM, General Counsel, American Bank- 
ers Association, before the Des MorInes 
CONFERENCE. 


1 pom Washington office of the Association has been 
set up to render to the members of the Association 
such assistance as the bankers may need from time 
to time. Its objective is to be of service to all banks, 

Many banks find it desirable to contact the office 
regarding not only pending legislation but depart- 
mental rulings. By maintaining an adequate staff 
throughout the year, it is believed that this service 
to all banks will prove to be beneficial and helpful 
in many ways. 

The office has inaugurated the practice of issuing 
periodical bulletins to the State Secretaries, which 
bulletins are designed to set forth the status of legis- 
lation pending in Congress. 


extremity we should not resign ourselves to the feeling that 
either the necessity or the opportunity for growth has passed. 
We should religiously attend and take part in bankers’ 
forums, seminars, and our state and national association 
meetings where our associates generously give us in con- 
densed form their studiously acquired knowledge. We must 
realize as we go about our daily tasks that scores of men en- 
gage in full time research for us, and make it available in the 
published reports of our commissions and committees. 

There is scarcely a banking problem on which the 
American Bankers Association cannot refer us to excellent 
and pertinent material for study if we but have the will to 
ask for it. How much of it do we read and digest? Do we ask 
ourselves: “Is my thinking organized? There is so very much 
that I should know about the banking business. Would it not 
be well for me to adopt the policy, ‘one thing at a time, and 
that done well’? If I would know investments, why not con- 
centrate on a program of investment reading for a year, with 
regular periods of study? If I would know agricultural credit, 
why not devote such time as I can to learning it, with regular 
periods of study?” 

By systematic, persevering effort we can add immeasur- 
ably to our store of knowing. If it is possible to do more than 
arrange a program of regular, private study, there is no 
better agency to direct our effort, no program better formu- 
lated to fit our need and contribute to our development than 
that of the latest successful undertaking of the American 
Bankers Association, the Graduate School of Banking. 

For those of us who do find it possible to take this step (it 
is a very long and important step) in banking education, the 
Graduate School of Banking has been organized. It is the 
national school for bank executives. It approaches the prob- 
lems of banking in a broad educational manner, emphasizing 
social and economic implications of banking and considering 
these problems almost entirely from the administrative point 
of view. 

There is another movement toward adult education in 
banking that should be noticed here. I refer to the growing 
number of state or sectional conferences being held annually 
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by state universities, usually in cooperation with the state 
bankers associations. These undertakings are certainly 
praiseworthy and some have been eminently successful. 
However, it is quite important, in my judgment, that these 
conferences and seminars should be undertaken only after a 
proper relationship to the whole national program of banking 
education has been established. Certainly we should see to it 
that they do not interfere with or weaken the program of the 
American Institute of Banking or of the Graduate School. It 
is entirely possible that if these university conferences can be 
properly related to the work at Rutgers, they may prove to 
be a valuable complement; but until we are sure that such a 
relaticnship has been formed, we must be careful to see that 
our efforts are not diffused and lost. Concerted effort is in 
the end the most effective. It was the recognition of this prin- 
ciple, undoubtedly that led the American Bankers Associa- 
tion to coordinate the various research activities of the Asso- 
ciation under the direction of the Research Council. This is, 
I believe, one of the most progressive steps taken by the 
Association in many years, and as the Graduate School and 
the Institute draw much of their strength from their national 
character, and as we have just taken this step to give better 
direction to one activity by concentrating the effort, we 


must keep the administration of these two educational 
projects clear and unconfused. 

As much as the modern bank executive regrets his own 
lack of preliminary education, far greater is his feeling of 
responsibility that this regret shall not burden those who 
follow him. The problems that beset banking are serious, 
they become daily more complicated, and the need for study 
is clear. But we are fortunate in that, knowing the need, we 
have, through the A.I.B., the means to satisfy that need. 

On the executive rests the duty to consider well the merit 
of the program that is offered by the Institute, and the re- 
sponsibility to see that his employees are fully informed of it. 
It is the executive who is privileged to attend conferences; 
it is through him that the employees of his bank must be 
advised, encouraged and inspired. And the advice and en- 
couragement must not be merely perfunctory. Some execu- 
tives seem to feel that having informed employees of the 
benefits to be derived from Institute work, and perhaps 
having lent some assistance to them in securing these bene- 
fits, their responsibility has been discharged. This is doing 
only half the job. Those who achieve must be certain of 
reward, otherwise the whole structure of adult education in 
the banking business is imperiled. 


A Steady Flow of Funds 


DupLey Cashier, Peoples Bank of Morehead 
(Ky.), before the INDIANAPOLIS BANKING CONFERENCE. 


NDER prevailing business conditions and interest levels 

it is recommended that the investment account be made 

up of about 75 per cent governments and about 25 per cent 

of high grade corporates, with a total investment of about 

two and one-half times the total liquid capital structure. The 

average depreciation of high grade bonds from 1929 to 1932 

was approximately 23 per cent. With our large holdings it can 

readily be seen what might happen to the banking structure 

with even a 10 per cent depreciation in prices. We must be 
prepared for at least a 20 per cent depreciation. 

It will take time to set up an effective plan for spacing, and 
it might be well to start with those funds received from 
maturities now falling due and the surplus funds at hand, 
and invest them in maturities falling due where there are 
gaps in the maturity schedule. Maturities should be divided 
as to short, medium and long term: short maturities, includ- 
ing those up to 5 years, medium from 5 to 10 years, and long 
term those from 10 years up—but in any case I do not believe 
maturities should exceed 20 years for bank investment 
purposes. 

The spacing of maturities so that securities will fall due 
annually or even monthly, insofar as short time investments 
are concerned will provide the banks with a steady flow of 
funds for investment purposes some of which will fall due 
during periods when bond prices are high; others will fall 
due when bond prices are at low levels, with the result that 
the investment account will on the average be equally dis- 
tributed between bonds on a low yield basis and tho.> on a 
more attractive basis. 

It may be said that the main disadvantage in such a pro- 
gram is that it does not permit the use of intelligent guessing 
with reference to the money market. It has been definitely 
established that this is not a disadvantage but one of the 
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real reasons why such a program is suggested, for it largely 
eliminates guess work, and gives the bank a steady flow of 
funds and permits it, through re-investing, to participate in 
all markets, thus insuring a maximum yield. From an earn- 
ing viewpoint, income alone should be the prime considera- 
tion of the investment account. The plan will tend to 
eliminate profits arising from sale of securities, thereby 
minimizing the probability of capital losses due to dealing in 
speculative yields. 

Maturities will in a large measure depend on the composi- 
tion and the character of the deposit liabilities of the indi- 
vidual bank. Therefore, it is important that deposit liabili- 
ties be properly budgeted for the purpose of determining a 
well balanced distribution of the earning assets. 

It remains to be seen whether the Federal Deposit Insur- 
ance Corporation could withstand the ravages of a severe 
depression. However, it is generally believed that insurance 
has given to deposits a stability not heretofore realized and 
that a permanent plan of spaced maturities has been made 
easier because of such facts. 

I am convinced that every bank which has a sizeable 
bond account should set up an investment contingency 
reserve out of current bond income to act as a buffer against 
fluctuations in the account. Such an account will have a 
stabilizing effect in the administration of the investment 
account. 

Experience has shown that a safe course is to follow a well- 
defined plan of spaced maturities. 

The insurance companies have successfully operated their 
investment accounts on such plans with the result that they 
have been assured maximum yields at the prevailing interest 
levels. Such a plan should simplify the investment problem 
of the banker by giving him funds at such a time as to enable 
him to determine whether such funds are to be paid out to 
depositors, make further loans, replace primary or secondary 
reserves or reinvest in additional prime bonds. 
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JaMEs M. SHACKLETON, Executive Vice-president 
and Cashier, Saginaw (Mich.) State Bank, before the 
INDIANAPOLIS BANKING CONFERENCE. 


RAINS, experience, and efficiency cannot be cre- 
ated through the act of any legislature. Many 
bankers in the past have purchased their experience 
and banking knowledge at great cost and loss through 
the trial and error method rather than through the 
free exchange of experience and ideas with others. 
First-hand exchange of ideas between small groups 
of intimate acquaintances is more effective with all 


Financing Oil 


EuGENE McELVvANEY, Vice-president, First National 
Bank, Dallas, before the OkLAHOoMA City BANKING Con- 
FERENCE. 


WE are making loans against a fugitive commodity— 
hidden from sight, smell or touch, deep in the very 
bowels of the earth, where faith alone in the ingenious de- 
vices of man is the mute evidence of its existence. It is inter- 
esting to observe the rapidly changing attitude of bankers 
everywhere toward the financing of oil in the ground. What 
has long been regarded as a highly speculative and hazardous 
venture has, in the light of experience, proven to be a very 
sound and desirable form of credit. 

It is not unnatural that the banking fraternity as a whole 
should have built up a strong prejudice against having any- 
thing to do with oil other than to enjoy the benefits it may 
have created in the form of deposits. The very history of oil 
has invariably been associated with speculation of the rank- 
est kind, and at least up to the time of the discovery of more 
scientific methods of exploration, undoubtedly a great deal 
more money had been lost in the search for oil than had been 
made from its actual finding. 

Moreover there is no doubt that the search for oil is specu- 
lative, and, in itself, fraught with great uncertainty and 
possibility of loss. On the other hand, strange as it may 
seem, there is probably no commodity with whose search 
and discovery there is as much attendant risk that can be 
more safely handled and financed after it is discovered. 
Bankers are finding this out every day, and whereas the in- 
dependent oil operator once approached the banker with 
fear and trembling, if he had nerve enough to approach him 
at all, the banker now is beginning to approach the oil man 
and finds himself in an altogether different attitude toward 
this heretofore risky business. 

I should say that several outstanding factors account for 


The Other Fellow’s Ideas 


Interdependence 


As business goes, so goes banking. Their prosperity is inextricably interwoven. Give us 
good business and we shall have good banking.—Puitir A. BENsoN, First Vice-president, 
American Bankers Association, and President, Dime Savings Bank of Brooklyn. 


of us than all the books, articles, and talks at con- 
ventions, and this is obtainable from your neighbors 
through regional clearinghouse meetings where your 
joint efforts and thoughts will ever bring forth new 
avenues of approach to common problems. 

The lone wolf type who insists on going it alone 
with his own peculiar idiosyncrasies, regardless of 
changing codes and conditions, certainly stands in his 
own light. Cooperative effort is more effective in 
combating common foes and improving our individ- 
ual and common welfare than any individual effort, 
no matter how sincere. 


in the Ground 


this rather sudden reversal of attitude. In the first place, 
the rather recent discovery of prolific oil producing areas 
throughout the Southwest placed oil most spectacularly in 
the limelight of our economic picture and quickly established 
that commodity in the very front rank of our great wealth 
producing resources. The ever increasing demand for pe- 
troleum and its products has stimulated the search for and 
production of oil over practically all of the southwestern 
states, and I daresay that hardly any citizen of an oil pro- 
ducing state has failed during recent years to receive some 
benefit, directly or indirectly, from the oil business. 

Another reason, of course, that bankers are turning to oil 
is the fact that they are turning to anything that can make an 
honest nickel safely without violating sound banking princi- 
ples. Ordinary sources of profit have disappeared, and we've 
all found that it’s worth while going out of our way to study 
the possibilities of any avenue of safe credit extension, even 
though it may be far afield from our accustomed procedure. 
Particularly is this true when the demand emanates from 
our own immediate territory and we can thus at the same 
time make a worthwhile contribution to the development of 
our own communities. 

The third cause for the growing interest of bankers in the 
financing of oil is the fact that the record and experience of 
those few banks which pioneered in this type of credit—and 
there are several in Oklahoma—afford ample proof of both 
the safety and the desirability of oil production loans. My 
own institution has handled almost $100,000,000 of oil loans 
in the last seven years without a single dollar’s loss. We all 
feel in our own bank that the approximate $15,000,000 of 
production loans we have outstanding at this time is the best 
type of loan we have on our books. I know from my own 
checkings with other banks which have been dealing in oil 
credits that their experience has been no less successful than 


our own. 
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Frank R. CurpA, President, American Institute of Bank- 
ing, and Cashier, City National Bank and Trust Company, 
Chicago, before the INDIANAPOLIS BANKING CONFERENCE. 


REE factors in Institute work insure progress if they 
pies present, or failure if they are absent. One is educa- 
tion, one is leadership, and the other, official encouragement. 
Education is in capable hands, and causes no concern. 
Leadership rests upon the shoulders of those in the banks 
who appreciate the value of Institute training, and who are 
willing to enthuse others to the point of participating. Were 
it not for the cheerful, self-sacrificing service rendered by the 
many volunteer workers who labor gratuitously to bring 
educational advantages to others, the Institute could not 
prosper. To compensate these loyal torch-bearers on the 
usual monetary basis is out of the question, but their reward 
lies in the satisfaction of doing others a good turn, and in en- 
riching themselves in knowledge and experience while car- 
rying out their duties. 

While coercion is out of the question, official encourage- 
ment of Institute activities will stimulate employees to de- 
velop themselves. It must be remembered that a trained 
staff is an asset even though it does not appear on the bank’s 
statement. 

Banking has had its unpleasant experiences, but it has sur- 


Otrrmar A. WaALDow, Auditor, National Bank of Detroit, 
before the INDIANAPOLIS BANKING CONFERENCE. 


HE first thing you must do to develop item costs is to 

classify the expense accounts of the operating depart- 
ments. It is then necessary to group the departments or 
activities by functions and assign the bank’s activities to 
these departments or functions. 

When the controllable costs of the operating departments 
have been determined it is necessary that complete produc- 
tion statistics be compiled. The source of this statistical in- 
formation is, of course, the individual employee production 
reflected through operating departmental periodic reports. 

The assembling of such statistics and their distribution to 
departments should be performed monthly in large banks in 
order to reflect current cost data. In smaller banks, the ac- 
cumulation of this information need not be done more than 
at six month intervals. 

With the foregoing statistics in hand, the next step in the 
development of item costs is the determination of the time 
required to handle individual transactions. Because of the 
importance of the time study and the resultant by-products 
to be obtained, it is imperative that it be thoroughly and 
carefully developed. 

The actual time study requires the timing of the compo- 
heut parts of each operation with a stop-watch. In order to 
obtain a fair average, the work, if possible, of several indi- 
viduals performing the same operation covering a number 
of normal days throughout the month, should be timed. It 
is very desirable to include in the group of employees subject 
to the study, operators of varying degrees of speed, one very 
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Be Prepared for Success 


Steps In Developing Item Costs 


vived the ordeal. Some of the grief of the past might very 
well be used as a guide for the future, but in the final analy- 
sis, a good banker is a good banker under all conditions, and 
wherever he may be. He has mastered sound banking prin- 
ciples, and looks upon them as his credo. He knows they are 
the mainstay of any deposit insurance plan, and that they 
give assurance of a satisfactory accounting of stewardship. 
If in the past he erred on the side of reticence, he is becoming 
aggressive in applying corrective measures. His campaign of 
public education is having the desired effect, slow though it 
may be. His overtures to acquaint the public with what he 
does, how and why he does it, are gradually restoring him to 
his rightful place in the esteem of his fellow citizens, and his 
bank as an integral part of the community is receiving 
greater recognition. The future, while not devoid of prob- 
lems, is being faced with courage and confidence. 

To share in any success that lies ahead, one must be pre- 
pared, and there should be no lapse in preparation and 
training, because educational vigilance is the price that must 
be paid. 

The Institute can do its part very effectively in any pro- 
gram in banking education and training. It was originated 
and continues to exist for that purpose. It wishes to be 
of help to you. It can serve your bank. It is yours to 
command. 


fast, one of medium speed, and one approaching average. In 
small institutions, due to lack of volume, it becomes necessary 
to time study a single individual in connection with the 
determination of time standards of an operation. In such 
instances, in order to make sure that your time studies con- 
stitute a fair average, it may be necessary to compare your 
standard with those of other banks of comparable size and 
activity. 

From the data obtained as a result of the time study it is 
possible to determine reasonable averages for each operation 
timed. Weighted values may then be established for each 
operation, subject of course to periodic revision. It is then 
necessary to apply to each weighted value a certain per- 
centage to provide for personal and fatigue allowance. In 
justification of this loading it is pointed out that it is an 
impossibility for individuals on repetitive operations to 
maintain uniform production throughout a working day. 
Due to physical and mental exhaustion of the employee, the 
production standard falls well below average at periodic 
intervals; hence the fatigue allowance. On strictly repetitive 
operations this allowance is determined to range from five 
per cent to ten per cent. 

In our bank there has been developed what we term “work 
units.” These units are derived by establishing an average 
time for operations performed by departments or individuals 
engaged in like work and using as a base for valuation pur- 
poses the operation which requires the least time. 

The development and application of work units prove of 
great value to management in that they make possible the 
comparisons of volume trends of individuals and depart- 
ments. 
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Aids for Customers 


F. A. Jones, President, Tama State Bank, Tama, Iowa, 
before the DES BANKING CONFERENCE. 


(= of our current complaints is that we have too much 
cash in our vaults which we cannot loan, yet the loan 
sharks of the country are doing a land office business, wean- 
ing away from us the people whom we should have as cus- 
tomers, but at the same time rendering them a necessary 
service which we should be rendering. 

Fortunately we are making a step in this direction. The 
policy of many banks to establish a small loan service is 
reaping rich reward in friendly relations. 

But there is still a field for education. There are many 
people to whom :t would be an advantage to borrow at the 
bank in order to take advantage of special prices and dis- 
counts in their homes or business. These people can be shown 


how it will save them money to borrow, and the bank can 
educate them and plan a budget for them so that their loan 
will be on a monthly liquidating basis. 

We have made the Christmas savings plan successful, Why 
not extend it to cover tax payments, automobile payments, 
vacation trips, insurance premiums, or any other items for 
which a supply of cash should be available at a given 
time? 

There are banks which aid in making out income tax re. 
turns, banks which have night depositories for their cys. 
tomers, banks which help their customers prepare house. 
hold and business budgets, banks which give counsel and 
advice on insurance, stock markets, capital savings plans, 
investment trusts and other financial matters, advice which 
is given by sympathetic men and appreciated by grateful 
recipients. 


Cooperative Thinking 


Witt1am Duncan, JR., Secretary, Minnesota Bankers 
Association, before the DEs Mornes BANKING CONFERENCE. 


HE success of any program designed for the purpose of 
perpetuating our dual banking system, maintaining 
institutions on a profitable basis in order that they may con- 
tinue as solvent institutions, depends entirely upon whether 
there is sufficient unselfish interest being exhibited by the 
individual banker in his own town, county or trade territory 
district. 
I appreciate that it is impossible to create 100 per cent 
interest with every individual banker, but I believe that in 


every district there are enough bankers sufficiently inter. 
ested who recognize their responsibility to bring into the 
fold of cooperative thinking the majority of those engaged in 
their business who have been taking a complacent attitude. 

Whether you call your organization a county association, 
district group association, or a regional clearinghouse associ- 
ation, is not so important. What must be done is to complete 
and make active the smallest organized unit, in order that 
we may bring about uniformity in bank charges and oper- 
ating policies, which will tend to eliminate criticism on the 
part of the customer, and become better able to combat 
malicious propaganda. 


The Longest Suitable Maturity 


W. L. Dean, President, Merchants National Bank, 
Topeka, Kans., before the OxLanoma City BANKING 
CONFERENCE. 


VERY individual investment account must be based on 
the longest suitable maturity. By that I mean, we must 
determine for ourselves, in our own individual account, with 
full consideration of the source of our investment funds, the 
longest maturity in which we can safely invest. Toward that 
longest maturity, when it is definitely determined, the intel- 
ligent banker will build his investment account. 

If we take, for example, the fund for which a ten year 
maturity is entirely appropriate, it seems to me elementary 
that the properly managed account should have its maturity 
schedule as nearly as possible evenly arranged for a period 
of from one to ten years. 

The strictly investment account of $500,000, with the 
longest maturity ten years, so arranged as to have available 
for investment $50,000 each year, will assure a fair average 
investment return over the full period. 

If you admit with me, as I believe you must, that no man 
or group of men is smart enough to outguess all the forces 
affecting market action in our country, then you must admit, 
I think, that the only way at least to equal the average rate 
of return will be to provide your account with a continuous 
flow of investment funds which can be accomplished by the 
proper spacing of maturities. 
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Attempts to trade from long to short bonds, or to buy at 
the low and sell at the high, is a task of a scientific trader. 
Many men have succeeded temporarily with such a policy. 
Few, I think, have equaled or bettered the average available 
investment return over the course of any long period. The 
short term action of an investment account and the return 
it gives us, must be overlooked, and the effort continuously 
made to arrive at an average return which represents proper 
compensation for the risk of our capital. 

The possible depreciation appearing at times in the longer 
maturities of our schedule will be compensated for by the 
increased return from re-investment of maturing securities. 

If our fund is invested for a period of from one to ten 
years, as the maturity date approaches on the first bond, our 
effort will be to invest that amount for ten years. In that 
way we are securing, for our fund, investments at a low 
price if the market is down, to offset partially the deprecia- 
tion in securities already owned. 

If, on the other hand, we group our investments, putting 
our entire fund in short time maturities, the whole account 
reflects only the rate at the moment of reinvestment. If we 
invest it all in long term securities, we sit for a long period 
through low markets waiting for another chance to invest, 
with a dangerous exposure of our capital funds if we are 
forced to sell. 

The spacing of maturities in the investment account seems 
to me to eliminate speculative endeavors. 


BANKING 


= 


F: 
Tuls 
FERE 
simp 

kept 
vesti 
subje 

I co; 
just ¢ 
the c 
bette 
resul 

It 

ave 

bon 
certa 

mat 
from 

men 
simp 

B 
bond 

a Wi 

this 

mat 

In 
tions 
curre 

our 

the 

port 
tions 
of 
tions 

May 

|_| 


Depression-Taught Children 


Wiuuam B. Scuittces, First Vice-president, 
Fletcher Trust Company, Indianapolis, before the 
INDIANAPOLIS BANKING CONFERENCE. 


HE school is the logical place for presenting the 
banking picture to those who will soon be taking 
up the burden of business and this generation is in 
greater need of education than any since 1893. 
There are countless numbers of children who, 
having had first hand knowledge of the disappearance 
of “nest eggs,” and other accumulations set aside for 
rainy days, are wondering “‘ Why take a chance with 
savings? Spend while you can and be sure to have the 
pleasure of spending.” To teach denial is never easy 
and it is doubly hard to teach it to those who have 
seen others deny themselves and have nothing in the 
end. 
If the boys and girls coming into maturity are 
neglected, the leaven of suspicion will spread and will 
maintain itself for many years to come. 


Reduce the Risk 


FALKNER C. Broacu, Vice-president, National Bank of 
Tulsa, Okla., before the OkLAHOMA City BANKING Con- 
FERENCE. 


HE problem of securities analysis, so far as bank invest- 
ments are concerned, is, in my opinion, considerably 
simplified if one of the fundamental principles of banking is 
kept constantly in mind. I refer to the fact that we are in- 
vesting other people’s money which, for the most part, is 


I consider it essential that we reduce the risk in investments 


the credit risk but that we also minimize what, for want of a 
better name, I refer to as the market risk, i.e., the risk 
resulting from fluctuations caused by changed interest rates. 

It has been my experience that it is much easier to select 
a very high grade bond or to determine whether a particular 
bond is high grade than it is to forecast with any degree of 
certainty whether a medium grade bond will be paid at 


from the standpoint that in buying bonds for bank invest- 
ment “the best is none too good” our problem will be 
simplified. 

But even so, we will not eliminate market risk. High grade 
bonds of long maturity, as we all know, often fluctuate over 


this risk is to buy short maturities, or at least to stagger one’s 
maturities. 

Intelligent securities analysis under the complex condi- 
tions in which we live today requires us to keep abreast of 
current events, both economic and political. The attitude of 
our national Administration with respect to labor, taxation, 
the railroads, utilities, armament, etc., may be just as im- 
Portant in the analysis of an individual credit as tax collec- 
tions are in the case of a municipality or earnings in the case 


tions and earnings. 
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subject to withdrawal on demand. Under such circumstances | 


just as much as possible. This means not only that we reduce | 


maturity. If we approach the problems of securities analysis | 


a wide price range and the only way I know of to minimize | 


of a corporation, for these things will affect both tax collec- 


PURSE 
COORDINATED PROGRAMS 


Influence All Important Sources 
of New Trust Business 


Af ere are a few of the 
many enthusiastic statements trust officers are 
making about the new Purse coordinated program: 
“Aroused the interest of all the officers”... 
“Closed trust business with more of our own di- 
rectors than we had closed in six or seven years.” 


Attorneys: “No less than four different attorneys 
are working on wills in which we are named” 
. . . “Being consulted by attorneys drawing wills 
naming us in a fiduciary capacity.” 


Life Underwriters: “The good-will we are creat- 
ing with underwriters will be of untold value”... 
“With their help and cooperation, have secured, 
during the latter part of 1937, three rather large 
pieces of trust business.” 


Trust Prospects: “Agreeably surprised at the at- 
titude of our prospects. They are in a receptive 
mood, more interested in doing something than 
ever before” . . . “Notice a decided difference in 
the attitude of prospects” . . . “Interviews are run- 
ning for considerably longer periods of time”. . . 
“Advertising is really being read” . . . “Response 
has been extremely enthusiastic” . . . “If we close 
just a few of these, our fee will pay your bill for 
the next forty years” . . . “Twenty pieces of busi- 
ness in two months.” 


Purse coordinated new-business programs work 
smoothly, on schedule, with no detail burden for 
you or your staff. Mailings delivered ready for 
postage, mewspaper mats ready for publication. 


Write for information. 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 


TRUST 
ADVERTISING 


EST. 1898 
HEADQUARTERS 


NEW YORK e BOSTON e CHICAGO e LOS ANGELES 
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“ Fire, like a wild animal, has its ways 


€ and habits, which those who would 
control its ravages must know. 


y/ 


CATCHING FIRE HAZARDS IN TIME 


DEPENDS ON KNOWING FIRE’S HABITS 


Preventing fires is an important part of our you will suffer fire damage, with its ensuing 
function. It eliminates losses which even the loss in occupancy and business interruption 
soundest indemnity cannot repay. and its danger to life. And it minimizes insur- 

That is why we maintain a nation-wide force ance costs by reducing IRM losses... a reduc 
of fire-prevention engineers, skilled in deter- tion which has enabled us to return 25% of 
mining the causes of fire and its habits. In premiums to policyholders every year. 
entering any situation, our first step is to send Let us send an IRM fire-prevention engi- 


one of these engineers to study and improve neer to study your fire hazards. Regardless of 


the risk. what insurance you buy, his recommendations 


For you, as a buyer of fire insurance, this may make the time you give him the most 
works two ways. It reduces the possibility that important you will spend this month. 


IMPROVED Risk MUTUALS 


60 John Street, New York 


A nation-wide organization of old established, standard reserve companies writing the following 
types of insurance: Fire * Sprinkler Leakage * Use and Occupancy * Tornado and Windstorm 
* Earthquake * Rents * Commissions and Profits * Riot and Civil Commotion * Inland Marine 
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